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ABSTRACT > 

i A research study 

extent jto which a young woman is 
loss o N C her husband's income, / (2) 
alleviate- this loss, and (3) /now 



N 



was conducted to measure (1) the 
financially disadvantaged by the 
the ways in which she seeks to 
successful she is in doing so. Data 



wwaj.w\.«.vu j juuuu woien, rotn unite ana DiacK, wno 

experienced a first disruption of their marriages (either sepa: 
Or divorce! between 1969 and 1973. Findings of the- study iridici 



were collected from 51,9 yountf women, both white and black, who ... 

i ration' 
indicated 

thVt among white women whose family incomes were abcve poverty in the 
period immediately preceding divorce or separation, twenty-six 
percent had below -poverty family incomes in the post- disruption " 
period. For black disruptees who were "above the poverty line in the 
predisruptlon period, forty percent fell below the poverty income 
ceiling. Thirty-eight percent of the white disruptees and fifty-six 
percent of the bl'-ack disruptees had f ailed to s complete high school as 
.compared with twenty- one percent and thirty-f'i^e percent respectively 
for their counterparts whose marriages were stable. (Appended 
aaterial includes sections dealing with saaple selectivity and those 
who remarry, a description of variable construction, appropriate 
tests for .coefficient differences in la'bor supply functions' across 
time, and. a conceptual fraaework for the study..) (LRA ) 
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. CHAPTER I 
INTRODUCTION ' 

. V 



- Divorce and separation rates have, been Increasing"," particularly 
in the last, decade, during which divorce rate's have had an annual * ' 
"growth rate of £.6 percent. By 1973 the divorce rate^ (divorces per 
1,000, married women lk to kk years of age.) was abou^t 33. This repre-* 
sents an increase of almost* 100 percent from- 1965 when^the divorce 
rate was approximately 17. This rise-in divorce rates has correspond- 
ingly increased (since I960) the proportion of female heads of house- 
hold who are separated or divorced rather than widowed. From i960 to 
191k- the percentage increase in families headed by a divorced female 
was 171.5, while for families headed by a widow the percentage in- 
crease was 7.5. This incVease in female family headship is concen- 
trated among younger women, particularly those lU to 2k years old. 1 

i ^ , > 

Although the proportion of total households headed by a husband and 
wife has increased 19 percentage points from i960 to 1971* , the in- 
cVease in female headed households has been 51 percent over the same 
time period. Htewever, the greatest growth in the last decade and \ 
half has been among primary, individuals', both male and* female (108 
percent for male primary individuals and 79 percent for like ferities). 
See Heather Ros« and Isabel Savhili, Time of Transition (Washington, 

D.C1: The Urban Institute, 1975), pp. 189-99. ■ 

# 

According to UvS. Census figure*, about 28 percent of the women who- 
became divorced did so between the ages of 20 and 2k. The median age 
at divorce after first marriage 'was 27. See U.S.' Bureau of * he Census 
Current Population Reports. "Number, Timing and Duration of Marriages 
and Divorces in the United States," P- 20, no. 297 (Washington, D.C.: 
U.S. Government Printing Office, 1976), p. 8. ' ~> 



2 

In these young age groups the likelihood of a child unddr l8/^>eing in 
the* household is high.*. By 197 1 *," 62 percent or all whi^i •fend 8^ pen- 
^jcent of nonwhite female headed families had at" least one child under 
18. For Whites, the absolute lncreas.e since \9o0 in the number of 
female heads' with children is 6 3 percent, while for ngnwhites the 
corresponding increase is ^27 percent. 

It is evident, therefore, that marital disruption is no longer a 
relatively rare phenomenon but rathef is an event which either affects 
or will affect a considerable proportion of people who are currently 

t • / 

young adults. There is also an increasing likelihood, given the low 
median ^age ,at divorce, that children will be involved as the h^rtand 
and wife separate. As such, there is a neecj for a clear definition 
of public policies with respect to employment, training and income 
assistance for .the growing group of women who are becoming heads of 
household. However, the effective determination and implementation of 
any social policy Requires information concerning the socioeconomic 
• characteristics of those Jhouseho^s in which a marital disruption %9 
takes "place *as well* as quantitative indications of the impact of the 

I * 

disruption on the. financial resources of the household. A principal 

' ' -" • ' y 

'objective of this study is to provide such information. 

In order to concentraW-<5n the age group most vulneraBle to ButfT^ 
a marital'-disruption* this study uses data from the National 



• Longitudinal Surveys of young women aged lU to 2'U in 1968. 2 These 
data dearly point out the extent of marital disruption among young 
women in the early years of marriage. 3 ' In 1 968 /There were slightly 
over 18 million .young women in the age range pf'll»'to 2h ! By 1973, 
about TO percent of 'these same women (aged 19 to 29) either were or 
had been married at least -once. Of this ever-married group, an esti 
mated^a percent had experienced, either a temporary or permanent .dis 
rupt\on of the/r marriage. There is substantial variation by race i 
marital disruption rates. About 12 percent of ever-married white 
women and 30 percent of ever-married black women had a marital dis- 
ruption during the five-year-period. ' v * 

The universe selected for this study consists of those women 
represented by tfc? sample, both white and black, who experienced ja ' 
first disruption, of their marriage (either a first separation or' * 
divorce) between 1969 and 1973. ' The most unique feature of the 



The National Longitudinal Surveys sample consists of 5,159 women 
who were interviewed in every year between 1968 and 1973 and by 
telephone in 1975. The sfample includes a disproportionate number ) 
of young black women, about 1500 respondents, to permit statist!- / 
cally meaningful, independent analysis of this group. See N.L.S. 

Handbook (Columbus, Ohio: Center *or Human Resource Research"; 

1977),. for a complete description of the data 'and collection tech- 
niques: 

3 A marital disruption is defined as a first separation or divorce 
t whichever oomes first. * 



^J, • ' '■ . . • ' ... 
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National Longitudinal* Surveys .(N.L.S.^) data set iff Its longitudinal 

nature% Substantial data regarding labor market behavior and asso- 

ciat^B^socioeoonofpic characteristics are gathered at several poirfts 

in time for the some group or respondents. The data, therefore, 

allow the researcher to investigate more completely a young woman's 

labor- supply response to her changing financial circumstances, since 

information is available for periods both before and after the marital 

breakdown occurs. ^ 

In particular, the use of*th*j N.L.S. data base distinguishes this 

1 

analysis of the effects of marital disruption on the labor market be- 

havior of young women from previous studies in the following respects: 

1 - * The nature of the data permits separate analyses of the 
labor supply behavior of separated or divorced Women, 
rather than haviag to lump them with neve'r-married women 
and. widows. . 

2. Th£ longitudinal nature of the data set permits cross- 
sectional analyses of the labor supply behavior both before 
and after thq marital disruption occurs. 

3. The age group, those aged lk to £h in 1968^ embraces a 
large portion of the women, most vulnerable to a marital 
disruption. ^ 

k. The sample universe includes those receiving public 
assistance* * 

One caveat is the', fact that' th$ data are availahl^tmly for the 

years 1968 to t 1975* In order -£o assure an adequate* sample size n 

post disrupt!^ labor supply behavior measured at the second survey 



See tt\e discussion on variable construction in Chapter II for a 
description of other .related studies on female heads and the $if fer- 
ment research strategies i*£ed. V 
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after the disruption is known to have occurred. Thus the study can • 
assess only -the" short-term effects of the^Usrupt ion on the young • 
woman's labor ^supply behavior.. 5 ' . , 

The nature of the N.L.S. data requires that the -perspective of 
this'study be from the female- side, since only limited information is 
available on the spouse's characteristics. For this reason, the 
focus win be on the economic consequences' of the breakdown of the 
marriage on the wife and those .living with hfcr, " Clearly the' husband's 
perspective with regard to the disruption's, financial consequences- ' 
would be expected to be quite different. • 

The remainder pf this introduction wiJJ be devoted f^rst, to\ 
• description of the. specific research objectives of this study ar*3 \ 
second, to an outline of the research methodology to be followed. 

> Research Objectives 

The short-term social and economic consequences of a marital 
disruption are visibly manifested in a number of, ways.' The most* 
obvious economic' consequence of the disruption is the change in family 
income levels. For this reason, the overall objective'of this study 



The N.L.S.. older women • s "^cohort , aged 30 to UUTn 1967, is more 
suited to a -study of longer-run effects. For a study which uses 
• this cohort to investigate such long-run effects of marital break- 
down on family incomes and corresponding alterations in labor * 
market behavior, see Lois Shaw, "Economic Consequences of Marital 
Disruption, (Columbus: The Ohio State University, Center for 
Human Resource" Research , 1978). 
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is to raea^urt? the ebctent'to which a young woman is .financially dis- 
advari£agecji bi the loss of her htisband!s income, the ways 'in which she 
geeks- to alleviate this loss, and hpw successful she is in <Ioing so. 

In ord^r \to satfi^ such an objective, it is necessary that thfe 
research approach be multiphased. First, the study will attempt to 
link the Changes in the components of the family's income to short- 
term alterations in the respondent's labor supply behavior when her 
« » 

marriage breaks down. This wjLll be done by comparison's, both tabular 
and multivariate, of the responsiveness of woxk aqtiylxy^tb certain ' 
socioeconomic jfarameters in the immq^iate pr/* and j)o£tdisruption 



periods for a selected sample of disrupting women. Second% the study 
will seek^to assess whether such comparison^ itt understate the 

actual labor supply response to the alteration in" the respondent ! s 
financial resources as a result of the disruption.' If £he marital 
disruption is anticipated and* labor market behavior is signififcantly 
altered before the event actually occurs, a comparison pt 9 %fie deter- 
minants of labor supply immediately before and after a marital dis- 
ruption would understate the influence of that disruption. .To 
rascertain the extent to which such anticipatory behavior occurs, 
comparisons will be. made between the predisruption labor market be- 
havior of disrupting women and a comparable^ group of women whose 
marriages are known to have Remained intact. 

A secondary objective of this study is to determine whether 
certain recently developed methodologies are effective in the analy- 
sis of the work behavior of. women undergoing a marital breakdown. 
The existing literature which focuses ,on the labor supply of women 



; 



1 3 



ha« vrUh few exceptions been restricted to married women, with a spouse 
in the household. /Those studies which have examined' the labor market 
behavior of female heads of household, particularly where public 
assistance recipients are included in the sample, reveal raided re- 
sults.*' |lt is hoped that this study m^y be able to provide some 
answers aa^o whether further methodological refinements are necessary 
in order to be able to analyze the labor supply of such groups in the 
population; 



, Outline of the Study . 
Chapter II describes the research design of the study. In the 

first section the construction of the samples of disrupting and non- 

X. - 

disrupting groups is discussed. 'The second section develops the design 
for the multivariate analysis including the specification of the 
labor supply model to be estimated, resulting hypotheses , and a de- 
scription of the dependent and Independent variables. 

Chapter III details the tabular and multivariate results. The 
first section is devoted tp a comparison of the disrupting sample 
before and after the^ disruption occurs. The tabular . results indicate 
changes in selected income characteristics and corresponding changes 
in certain labor supply measures over the disruption period. Multi- 
variate results are presented in an effort to examine the importance* 
of the economic vkriables in altering labor supply behavior. The 

r 

z -a 

See Chapter III for a detailed discussion of theae . results'. 



ae^^ui section mak^s similar comparisons between the predipruption 
labor supply behavior of the group whose marriages, are to break down 
and the behavior over the same period of time of the women who^e 
marriages remain intact. The tabular materiaL describes \he incom^ 
and work-related characteristics of the two groups. The multi- ^ 



varlate analysis presenx^JPhe results of labor supply functions for 
the two groups. ' * 

Chapter IV summarises the results of the investigation, draws 
some implications for policy, m\& makes v suggest ions for further 
research. 



CHAPTER II s 
RESEARCH* DESIGN 

.. \ 

Sample Universe 

The sample of maritally disrupting women includes all women who 
either separate or divorce for the first time between 1968 and 1973. 1 

1 

There are 519 young women, both white .and black, who can be identified 
as having had a first -disruption* during the five-year period. These 
women were either married as of 1968 or married at some point between 
the 196fl« , and 1973 interviews. Since the precise date of .separation 



There are differences by race in the distribution of maritally dis- 
rupting women who are classified as having had a separation or _& 
divorce. 17 percent of all .divorcees are black, while h6 percent of 
all separatees are black. Divorcees and separatees do exhibit differ- 
ences in labor marKtet behavior. For a detailed description of some 
of these* dif ferences,, see Allyson Sherman Grossman, The Labor Force 
Patterns of Divorced and Separated Women . Special Labor Force Report 
198 (Washington*, D.C.: U.S. Government Printing Office, 1977). 

2 

The research methodology permits a respondent to appear only once — 
the first time the event occurs within the 1968 to 1973 period. 
Women whose marital status was "separated" or "divorced" -at the time 
oTtfce first interview in\l968 are excluded from the analysis since 
imprecise date 6f the disruption is not known and the predisruption 
characteristics of the woman and her family cannot* be ascertained. 

There are two types of ^cases that prevent the criteria for Inclusion 
in the sample of disruptees from being applied with precision. One, 
women who* separate and return to the same husband between subsequent 
survey dates cannot be identified. Two, if a woman had a marital 
dlsruption N before the initial interview in 1968 but was again, in a 
"married-spouse present" status by 1968, she would not be identified 
as a disruptee. To the extent that such cases exist, such women 
would be classified as nondisrupting women. 
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ciumot be determined for moat women; the "before" and "after" st-atus 
will refer to the nearest intenyiew date before and after the dlerup- * 
tlon. "T" wilM reference the last irtt^Kview before the disruption; 
"T +, I," the first interview after the disruption takes place; and 
"T - 1" and "T + the immediately earlier and later interview 

dates . 

* 0 
. Depending on the point in the disruption p/ocess being analyzed,- 

... ., r i 

certain additional universe restrictions have been added. In analysers 

of predisruption labor supply,/ any woman not married at»the relevant 

* ' is 

« * 

purvey date is excluded fro^p the sample universe at* that point.- In * 

) 

postdisruption analyses, *omen ^who have remarried are excluded from 
the first suruey in which they Report themselves as once again in a 
married status. • fAny woman who responds that she is enrolled in school 
is omitted Prom the sample universe in that year. Table 1 summarize* 
the effect by race of each of these restrictions on fhe sample sizes at 
each point in the disruption cycle.'* • « 



3_ 

For example, if a woman is first separated or divorced between the 1970 
and 1971 interviews, "T - l" would be the 1969 interview; "T," the 1970' 
interview; "T +1," the 1971 interview; and "T + 2," the 1972 'inter- 
view. Since there was no interview conducted in 197U, the "T + 2" 
point for those disrupting between 1972 and 1973 was arbitrarily .de- 
fined as 19T5- This was done with the assumption that there is little 
alteration in labor supply behavior between "T + 2" and "T + 3." 

k • — >» 

•The generalizability of the results obtained from this study is clearly 
affected by the selective nature, of the sample universe. See Appendix 
A for a complete description o^ flfre socioeconomic characteristics and 
labor supply behavior of those women who remarry by "T +2." 



Table 1 { 

\ 

t • 

Sample Size Frequencies by Race from T - 1 ' to T + 2 a 



/Universe by 




' Time 


Race, 












T - 1 


T 


T + 1 


\ T + 2 


Total Race 






* 




Total Sample 
Quitted Grotip 
Restricted Swnple 


v 519 
' 206 V* 

313 

0. 


519 
70 

- / 1*1*9 


519 
70 - 

kk9 


519 
190 
329 


Whites 










Total Sample , 
emitted Group 
Restricted Sample 

Blacks V 


301 

99 
192 

u 


301 

37 . 
26k. 


. -301 
hi 

25U • 
«• » ► 


301 
.129 
172 


Total Sample 

■■^.-Hisr^tted Group 

Restricted Sample 


218 

. 97 
121 


V 218 V ' 

33 •. i 


; ' 218 • 

J". -23 

- 195 


• 218 
- 61 
157 








* J* 
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Frequencies are unveighted. 1 * 

At "T - 1" and "T" the omitted group* are -those future marital 
disruptees who are enrolled in school or who are in a "never 
married" status. At "T +1," the omitted group includes those 
wonien enrolled in school or who have remarried or ■rficonciled 
with their husbands by "T +1." At "T + 2," tbe^omitted group 
includes* thosej/omen enrolled in school and/those women who 
hav*.remarriecR>r reconciled with their husbands by "T + 1" or 
"T + 2." • 



in order to be able to compare the characteristics of individual 
respondents in the sample whose marriages disrupted with a comparable 
group of women whose i^arriages remained intact * it was necessary to 
determine a "reference group" representing "nondisnapting counterparts;" 
This reference group was arbitrarily chosen to be a cross-section of 
those womeft married with a spouse present in 1971 whose marriages re- 
mained intact between 1968 and 1975- There Were 1566 women (1278 
whites and 288 blacks) who satisfied the above criteria. The point "T" 

4 

for < this group references the survey year, 1971 • 

Tabular Analysis 

The tabular material presented in this study, is designed to compare 
certain components of family income (l), among disruptees prior and 
subsequent to disruption (i.e., at T and T +*2) and (2), between dis- 
ruptees at T and the reference group of maritcU-ly stable counterparts % 
in 1971- In addition, the gross effects of the marital disruption on 
the young women's labor supply behavior (as measured by annual hours 
worked) are traced from T - 1 to T' + 2. Finally, the predlsruption 

labor supply of the young women is compared with that of the reference 

• * 

group. 

Multivariate Analysis / 
Focuses .* 

The, multivariate portion of this study models the labor supply of 
the disrupting woman at two points — the last survey before the marital 
disruption occurs ("T") arid the second survey after the disruption 



occurs ("T ♦ a"). 5 A third labor supply mbdel is constructed for the 
reference ^up in 1971 in-order to he able to compare the labor supply 
response of the^maritally disrupting group V T to a marita-lly stable' 
sample. Since white and black respondents are not assumed to have 0 * 
similar tastes with regard to, the mix of market and nonmarket work and 
leisure, all multivariate models for this study are stratified by 
ractf and all comparisons are within race only. 

In order to examine further the influence of the receipt of public* 
assistance on postdisruption labor supply, the samples are then strati- 
fied by whether the respondent has completed high school. .The presump- 
tion is that those women who have dropped out of high school are most 
likely after a break up of their marriage to be receiving public » 
assistance, since their market wages are expected to be lower than 
those of their counterparts who have completed high school^ 6 

A multivariate analysis at two points in the disruption cycle 
permits a modelling .of the responsiveness of a young woman's annual 
hours worked to certaihv economic factors . .holding other social and * 



^ assure h7 / " 18 ^T" than th « T + 1 P oint in 

" ^ that c °ntinuou8 variables, such as, annual hours worked and 

nonwage income are measured over a period in which the woman was in a 
c&ntinuously disrupted status. 

.Robert Stein gives figures indicating that, of those women aged 16 to 
'sion? "T^**' 0f . P °° r fafflili * 8 ' 6 1 P^cerit had not competed high 
J«W t? < ^S^ 06 :* had n ° high whool. education at all See 
Robert Steins "The Economic Status of Families Headed by Women." 
Monthly Labor Rgyjgy o? (n- v rr 1?7n} , Q> , , ' 



« * * 

demographic characteristics ponstant. From sucfa-^odels , an attempt can 
be made to discern whether there are significant differences in the 
labor supply response tcf certain economic and control parameters be- 
tween the pre- "and postdisruption periods. Because the tvo samples are 
not independently distributed, being largely the same' respondents 
•measured at, two points in time, the common tests for statistical differ- 
ences be s b^een coefficients or between sets of coefficients* are in- ^ 
appropriate. For the .purposes of UUs study two alternative tests of 
significance are used, one, confidence interval estimation and two, t 

tests for differences in coefficients across time with varying assump- 
* * 

7 

tions regarding the size of the covariance term. 

The comparison of the young women whose marriages break dowp with* 
a group of maritally stable women does v not suffer from the same pro- 
blemg, since the two samples are independently distributed. Labor 
supply differences can therefore be -examined independently of differ- . 

\ - 

ences between the two groups in socioderaographic and economic charac- 
teristics. 

Hypotheses - 

On the basis of the economic theory of labor supply (see Appendix 
E), hypotheses can be advanced* regarding the impact of a marital dis- 

8 

ruption on the determinants of a young woman 1 s > labor market behavior. 



7 t 

See Appendix C for a complete description of the problems with using 

conventional statistical tests and the results of the alternative tests 
adopt ed^ - 

^See Appendix E for a detailed explanation of the conceptual framework 
for these hypotheses. ♦ 
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The maritally disrupted womaii would be expected to have fewer financial 
resources after the tiisTtiption occurs. This is expected to true despite 
the fact fchat the income reduction resulting from the loss of the spouse's 
earnings can be cushioned by increases in other financial resourees^|uch 
as child support, alimony, public assistance, land support from parents or 
relatives H If there is such a net Income loss, ceteris paribus , on<^ 

j 

would expect the woman tj3 substitute market work for home work, increasing 
the Likelihood of entering the labor force for the woman yho is out of 
the labor force and increasing the amount of time spent in the labor force 
for the woman who is already in it. 

This hypothesized response^to a change in thjp level of nonwage in- 
come does not represent a shift in the labor supply curve, but rather a 
movement along the curve. Therefore, if the young woman does not receive 
public assistance after the occurrence of a marital disruption, the labor 
supply effects of own wage and unearned income changes' are expected hot to 
be significantly different between the pre- and postdisruption periods.^ 

In the postdisruption period, wage "changes for women who are receiv- . 

s 

ing some form of public transfer p^ytuents such as AFDC will be associated 



9 

If, however, the possibility of complementarity" is allowed between the 
labor supply of the husband and wife, then the size of thp net wage effect 
iij ^bhg postdisruption period is expected to be smaller tl^an in the .pre- 
disTnption period, since there are fewer substitutes for the woman's 
market work. This result would be analagous to the results obtained by 
Heckman where he compares the derivatives of the labor supply .equations # 
for two types of two person households, one in which the vife perforins 
market work and one in which she does.no market work. He concludes that 
the husband's substitution (compensated wage) effect, should be smaller 
for those households where the wife does not work. » See Heckman, "Three 
Essays oq tke Supply of Labor and the Demand for Goods, 11 Princeton 
University, 1971, pp. 3-8. 



with smaller Labor Supply changes thafj existed before the disruption. 
m This will occur because of the reduction of transfer payments that corre- 
sponds t° increases in labor market earnings. The earnings associated 
with labor supply will be 11 implicitly taxed 1 ' at high rates if the woman 
is receiving public transfer payments. Thus the magnitude of the labor 
supply effects due to wage differences will depend on the siz£ of the 
implicit tax rate on earnings in the respondent's area of residence. 
Assuming changes in unearned income are similarly taxed, the* observed 
Labor supply ^hanges corresponding to a change' in unearned income will 
also be smaller after* the disruption of the marriage than before* 

To Vie extent that black women have & 'higher probability of re- 
ceiving public transfer payments as female heads of household, the 
hypothesized differences in the effects of incomes and wages on labor 
stlpply * between the pre- and postdisruption periods will be more likely 
to beV found among black than among white disruptees.^ 



ln x the abovfe-stated hypothesis as to' racial differentials in labor 
* supply, the assumption is, N that blacks are more, likely to be receiving 
public 'assistance than whites in the postdisruption period. There 
are severdl possible rat ioAales for such an assumption. First, hold- 
ing ncjnwage income levels constant across the- races, blacks have lower 
expected wages than whites . Therefore, even working full-time, the^r' - 
net earnings (as 'compared with thdse of whites) wo.uld be mgre -likely \ 
& to make public assistance an ^Sft tractive option. Second, holding 

"expected wages constant, White women can be expected to have higher 
nonwage incomes than blacks after disruptlpn, even though the net de- 
duction in income between the two periods Is greater for whites* This 
higher nonwage income, jmay disqualify them for pufclic assis-Wmce bene- 
fits. Third, even if both wages and nonlabor incomp are held constant, 
blacks might be expected to be more likely to receiVfe welfare because 
there is less Stigma attached to its receipt by them than for whites. 



* 
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According to existing^! terature, the expectation would be that, 
• ceteris paribus , the ,predisruption labor supply behavior of disrupting 
women and the behavior of a comparable group of women whos* marriages 
■are stable will be similar. Differentials may be created if the inten- 
8*1 ty of a woman's work activity increases the probability of a marital 
disruption. 11 Or alternatively, labo\ysupply behavior will differ if 
the young woman acts to alter the intensity of her predisruption fabor 
market participation in anticipation of the event's occurrence. There 
are no hypothesized differences in labor "Supply behavior by race after 
controlling for differences in nonwage income levels and the probability 
of receipt of public assistance. 
The Empirical Model 

As discussed in Appendix E, the empirical model examines the impact 
of the occurrence of a marital disruption on the relationship between 
certain .socioeconomic factors and the .amount of labor that a young 
woman supplies^ to the market • To £his end, the young woman's annual 
hours worked before and after the. disruption are regressed on her 
potential wage rage and her nonwage income, > The ease with which the 
woman can obtain welfare benefits, the number of other adult members in 
the family, the presence of children, the duration of her marriage, 
her health status , whether she lives in an urban area and cyclical 
eeononjic factors are included *s additional variables in the model in 
order to be able to . isolate the income and wage effects. 

11 ~ •'..«' 

See Appendix E for a discussion of the concepts of "independence" -and 
''income" effects as defined by Heather Ross and Isabel Sawhill in 
'Time of Transition , jpp: h2-kl . m 
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Variable Comvt ruction 

DaVanzo, DeTr^y and Greenbarg conclude that cross-sectional e^ti- 
mated labor supply parameters are highly dependent on the ways in which 
different researchers have constructed th£ wage and nonlabor income 

vatiables, the particular specification of the labor supply model and 

' ' fo ■ ) 

the cftoitfir of the sajnple. There is a great deal of diversity among 

researchers in the assumptions used for estimating labor supply equa- 
tions. The following issue>/will be discussed: first, selection of a 
sample population for this study; second , specification of a laboi* supply 
measure; and third, the- construction of wage and nonlabor income, 
measures and other independent variables to be included. 
Samp 1 e Se 1 ec t i on T£ 

Reviewing the labor supply literature, there appear. to be two ^ 
potential sources of sample selection bias applicable to this study. 
One is the bias engendered by selecting Out a sample according ta 
marital status, since marital status cannot be considered exogenous to 
labor supply. Since findings' (see 'Appendix E) suggest the existence of 
a causa^ relationship between labor supply and marital status, ^J*-* 3 
important to be aware of the potential source of bias in the"V^sults 
obtained due to the marital status stratifications. 

Second, several studies exclude persons receiving public* assis- 
tance income because non wage income then is endogenous and wage rates 



Julie* DaVanzo, Dennis N.-DeTray, arid David Greenberg? \The 
Sensitivity of Male Labor Supply Estimates to*'Choice of Assump- 
tions," The Review of Economics and Statistics 58, no. 3 CAugust 
1976): 323. - .*■*•' 
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are affected by k negative tax rate on earnings. All of .these studies 
examine the labor supply behavior of female heads of household as 
one of several demographic subgroups being studied, 13 However, by 
excluding public ass lataneTTeoipi ents , widftws in all probability 
dominate the sample population in these. 'analyses . Two alternatives 
have been used In recent literature to avoid the neces-sity of ex T 
oludirtg such observation-,. * One* alternative is to incorporate an 
explanatory variable which attempts to proxy for the Likelihood that 
a given respondent w,i 11 receive public assistance. 11 ' . A second method 
is to stratify the sampU by wage' levels, hypothesi zing that women 
with the lowest wage level have the highest probability of the .receipt 

t 

of welfare benefits. 1 ^ ' 



1 



^See Robert E. Hal 1 ■■ "Wages, Income and Hours of Work," in Inco me 
' Maintenance and Cabor Supply , Glen Cain and Harold Watts (EdJ.T~ 
(Chjeago^ Markham. Press, 1973), Tpp. 102-62; R.H. Frank, "The 
Supply of Labor," Ph.D. dissertation, University of California, 
Berkeley, 1972; Michael J. Boskin, "Economics of Labor r Supply ," 
in Income Maintenance ancj Labor Supply , pp. l65-8l. 



For an, example of research using this technique', see Bdyard D. 
Kalachek^and Frederic A. Raines, "Labor Supply of Low- Income' 
Workers," in President's Commission- on Income Maintenance Tech- 
nical Studies ~< (Washington. T).C\ ; U.S., Government Printing 
Office, 1970), pp. 159-66. Kalachek and Raines, in addition to 
incorporating a, variable, proxy ing for the probability of welfare 
receipt, also restricted their 'sample to households in the C.P.S; 
tfhose total income did not exceed twice the Social Security Ad- 
ministration' & low cost budget level. 



• 5 w! e T p V ^ arfin ^ a &nd StanlCy Mas *<^» The Effect of Income wnH 

Wftge Rates on the Labor Supply, of Prim e A^e Women fMadl.nn , 

Wisconsin: Institute for Research on Poverty, 197^), pp. 1*0-55.' 
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This study does include public assistance recipients. Accord- 
ingly two methods are used to attempt to control for the probability 
of the receipt of such asjistance within the designated labor supply 
parameters. Initially, explanatory variables which proxied for the 
likfelihood of such public assistance receipt were included as deter r 
minants of labor supply. 1 ^ A further stratification of post diarupt ion 
models by educational level (completion/noncompletion of high- school) 
was also tried, with the high school dropouts hypothesized to have 
the highest probability of the receipt of public transfer payments. 

The Dependent Variable - Measuring 'Xabqr Supply 
The measurement of lat>or supply, bott\ c^ficeptually and opera- 
tionally, has been open to controversy in the literature. In this 

t _ 

subsection two issues will be addressed: (l) whether it is concep- 

/ 

tually more correct to measure labor supply as annual hours worked 
or as hours offered and (2) whether nonparticipants should be in- 
cluded in the sample universe. 

As Daniel Greenberg points out, economists estimating labor 
supply functions have traditionally assumed ttjat individuals are ob- 
served at ah Equilibrium point, thus making observed hours worked the 
appropriate measure of labor supply. To the extent that many -individ- 
ual's labor* supply is measured at a point of disequilibrium, i.e., 
Where hours* offered differ from actual hours worked, this assumption 



"^See Appendix B for a detailed description of the construction of 
this variable. 
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of equilibrium is called into question. However, even if. the con- ' 

ceptually appropriate measure is offered hours, there are significant 

measurement problems. Hours in unemployment is usually the only * 

empirical measure available for the difference between hours worked 

and hours offered. Such a measure is probably not equivalent to the 

number of hours a person would like to work at a given wage rate. 17 

For the purpose of this s^udy/the assumption will be made that the 

respondent's annual work hours do represent a poir>t t>f equilibrium 

with a given expected wage rate. For this reason, annual hours in 

.... < , 

unemployment will not be included' in the labor supply measures. 

_ ' ' t 

The exclusion of observations from labor force nonparticipants 

can also lead to selectivity bias since, as has been mentioned, zero ' 
working hours is Just a corner solution to. the labor-leisure choice. 
The line estimated by excluding nonworkers would be less steep than the 
true function due to this exclusion. There *is *anot her strong' reason to 
include nonparticipants.' Since one of the purposes of this study is to 
assess the differential Impacts of marital disruption on labor supply , 
the inclusion of nonworkers is necessary to determine the extent of the 
impact . 

Particularly when measuring the predisruption labor supply behavio 
of disrupting women or the equivalent behavior of their coNvWfnuously 
married, counterparts , there is a significant proportion of women with 



17 • 

David H. Greenberg, Problems of Model Specification and Measurement 

The Labor Supply Function. R-1085-EDA fs»n*« Mon^ P n.iff j n . 

• Rand Corporation, 1972), pp. 6-9. 
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zero annyal hours of work. Two alternative solutions to this dilemma 

. *fc - 

are presented in the literature. One method is to measure labor supply 
by a continuous measure of annual hours worked with a zero assigned to 
nonpartieipants and to employ a special statistical procedure such as 
Tobit analysis. A second alternative is to assume the labor supply de- 
cision is a two-stage process. First, an initial decision is made an to 
whether or not to participate irr the labor force. Second, given <ihe 
Choice is made to participate, the individual then chooses the number of 
hours to work. 1 ^ This study uses the former alternative. 2 . 0 

The measure of annual hours of work is constructed from the' respan- 
dent's annual work history in the survey years where the information is 
♦available (1970-1973). In the survey years where such data are not avail- 
able (1968, 1969, and 1975), the dependent variable is the product of the, 
responses to the question on the weeks workpd during the , past *Vear 



multiplied by the response as to the usual hours worked in a week. 



PI 



1 H 

LO At T, 22.8 percent of white/ disruptees and 28.8 percent of black dis- 
vTuptees had «ero hojjM---©4>'work . At T + 2, comparable figures were l6.1 
ibercentifor whit^yand 28. U ' percent for blacks. 

• * , 

19 See Boskln, "Economics of Labor Supply," and Kalachek , and Raines , jLafcor 
Supply," examples of empirical studies using the latter procedure. 
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The Tobit results were very similar to those obtained through ordin- 
ary least squares - . Because the least squares regression package 4 
offered more information and permitted the models to be run stepwise, r 
a, decision -was made to use only OLS results in the text.- See Appendix 4 
D for a listing of the Tobit results obtained for the predisruption 
labor supply models. • . 
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See Appendix B fV* a detailed discussion of the construction of the 
dependent variably, , . 
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The, Independent Variables . 

Labor supply theory suggests that, ceteris paribus , variation in 

wage ratea and nonwage income should explain the labor supply behavior 

of an individual* respondent. Control variables include the> duration of 

/. 

marriage, the presence of children in the household, SMSA residenae, 
• accesslbt lity to welfare, Jthe number of other adult family members, 
health statuB, and a variable proxying for cyclical economic factors. 
In this subsection, particular attention will be given to the construc- 
tion of the wage, and nonwage income variables. In addition, the ratio- 
nale for the choice of control variables will be discussed, 
(l) Potential Wage Rate 
* If the sample population is to include women with no labor market 
experience during the relevant time period covered, a method must be 
found to infer a potential wage rate ( for such individuals, the'lharket 
Wage rate they could expect to receive if/they worked. The procedure 
that is generally used in the literature is to impute such ,a potential 
wage by a two-stage procedure. First, a predicted wage rate is com- 
puted from a first-stage regression where^the sample population is 
restricted to wage and sajary workers. This resulting potential wage 
measure i^ then used for all respondents , regardless of work status „ in 
estimating the labor supply function* ' 

) This study uses the above imputation procedure. However , certain 
problems with the procedure must also be discussed. There is a sub- 
stantial risk that valuable information contained in the residuals of \ 
the imputing equations is being lost by this technique. Initial 
evidence indicates that the variance in the wage rates of the sample 
population is substantially 'reduced when an imputed rather tlhan^an 
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actual wage rate measure id used.^ Additionally, by uaiflg such an 



imputation technique, the assumption is made implicitly that if a 
nonwdrklng woman had the aame characteristics (included in the Jmput- 

c 

ing wage equation) as the working woman, she would obtain the same 
wage/ FinallV, because many of the determinants of tjhe wage rate 
may independently affect labor supply, there can be severe multi-^ 
collinearity if these wage determinants are also entered directly into 
the labor supply model- If ttfiese determinants are excluded from the 
labor supply equation, the possibility of omitted variable bias 
exists. 

For t)le purposes of this study, actual hourly earnings are * 
hypothesized to be a function of the respondent's education , SMSA/ 
nonSMSA residence , ' South /non South residence and her self-reported 



"^DaVanzo, DeTray and Greenberg f ind^ that , at least with a selected 
sample of prime-age males, switching from an observed to an imputed 
wage variable (witjh a dependent variable pf annual hours) results in 
a smaller negative coefficient.. Also, when an imputed wage variable 
is used, the net worth coefficient changes from positive and signi- 
ficant to negative and insignificant ♦ See DaVanio, * DeTray , and 
Greenberg, "Sensitivity of Male Labo^ Supply Estimates," pp. 316-319 • 

wt 

Heckman offers afTTkltemative procedure that simultaneously estimates 
an offered wage function and asking wage function. See James J. 
* Heckman, "Shadow. Ppicps, Market Wages and Labor Supply," 
Econometrica U2, no. k ( July> 19?\) , pp. 679-9 1 ** for a critique of 
the instrumental technique. 

^^See Kee ley, "Economics of Labor Supply," pp. IV-lU-18 for a complete 
review of problems incurred by various wage estimation techniques. 
Keeley mentions the additional problem of the endogeneity of the 
wage rate due to the effect 'of taxes. Keeley notes that failur^tq 
account for taxes may lead to large'blases in labor supply para- 
meters because some' of the variation in marginal net wages may be 
in fact due to, variation in marginal tax rates. 



* * 
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health status. From these estimates, an expected wage standardized 
in 1967 dollars is constructed for all respondent's, whether or not 

* or 

they, are currently in the labor force. > Since this study is compar- 
ing labor supply parameter estimates across time 1 for the same group of 
women, there is no reason to purge the wage of any "temporal" component 
which msy exists' 

Assuming that the positive substitution effect dominates the 
negative income effect of the women's own wage, the expected wage 
coefficients will be positive across all models. If no public assis- 
tance is received after the disruption occurs, wage effects should not 
alter significantly «*or the pertod^T the disruption. If marital 

siisruptlon increases the likelihood of receiving public assistance, 
and if black disrup^ees are more likely than whites to receiVe such 

•assistance, the expectation is that the size of the substitution V 
effects will be reduced from T to T + 2 for the disrupting group, with 
the reductions being greatest for the black disruptees. Substitution 

-effects should be similar, on the other hand, between continuously 
married women and the disrupting women in the predisruption period. 
(2") Nonwage Income 

Since nonresponses on the income equations in the^N.L.S. are not 
random, consideration was gjven to using the instrumental variable 



Vor a detailed description of the construction of the potential wage 
variable, see Appendix B. 
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See Heckman^ "Three Essays," .for a detailed discussion of labor 
supply in a life-cycle context. 

• ... 
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technique to estimate nonwage income for those respondents for whom 
income Information was missing. ci However, the use of such an imputed 
nonwage income measure would have the same problems as were mentioned 
with regard to the imputed wage. Also th* roulticollJLnearity problem 
becomes severe if both wage and income variables are ipiputed, since 
explanatory variables \fould be ^expected to be similar. For this 
reason, it was decided to reduce the nonresponseNrate by imputing a 
zero to any income component (other than husband 1 s or wife's earnings) 
where there was a nonresponse. This technique may lead to some under- 
Statement of actual nonwage incomes but was considered ^uperior to an 
imputation procedure* 

Isolation of income effects' requires the examination of varia- 
tions in iricome sources that arfc not klterel by differences in the 
wage rate* For the purposes of this study, in the predisruption period 
nonwage income includes^ the husband's earnings (whether wage, salary 
or self -employment income), his asset income (including rental income 
receipts and interest and dividend income), any unemployment compensa- 
tioa received by the husband, the respondent 's* asset income (including 
rental, interest and dividend income), the inccitae of any other family 

members in the household, and any financial assistance from rela- 
28 

tives.*" In the postdisruption period the nonwage income components 
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Of those who had no answer on the sufVey question with regard to 
either the wife's or husband's earnings, U3. 3 percent were families 
where both the husband and wife were working less than 26 weeks. 

28 * t 
There are definite weaknesses in the NLS survey instrument with re- 
gard to measurement of the various components of family income. 
If tfhe respondent is living in an extended family (other than alone 
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remain the same, although obviously all income, both earned and 'un- 
earned, of the husband' is excluded. 

The size of the income effects is ^assumed to remain unchanged 
over the disruption cycle. There are' three possible' factors., however, 
which might alter this expectation. One would be .measurement- error* 
in the construction of the income variable, particularly in the post- , 
disruption .period. where there is little variation araon$ respondents 
In the level of nonwage income received. This lack of variation is 
due in part to the inadequacy of the survey instrument's questions 
with regard to family income and in part, to the relative youth of the 
sample, as manifested by a low level of asset accumulation. A second 
factor is the possibility that, at survey point T, the subsequent 
loss of the husband's earnings is being anticipated, in which case 
nonwage income levels (primarily determtyed by the husband's earnings) 
will have little effect on the young woman's labor supply behavior. 
Finally, if unearned income is subject to the same implicit -tax rate as 
earned income" for those wh<3 receive welfare, the size of postdisruption 
income effects will be reduced. ♦ 
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or with her husband), she is only asked the total (income of all 
family members living in the household and then the response is cate- 
gorized according to the income level. In order to get a continuous 
\ income measure, total family income is then set at the midpoint of 
\ the particular cat|gory. Also, such respondents may have included 
welfare payments, in their responses to the total family income 
tfnestion. To the extent that this was done, the nonwage income 
measure for .these individuals is overstated. 

An, alternative to the use of nonwage, income was to value the family's 
net assets. .Unfortunately, since detailed information 'on assets was 
not available for the survey years, 1969, 1970 and 1975, this alter- 
native proved infeasible. ^ 
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Ab mentioned in th? introduction to this Bisection, if the in- 
fluences of wages ahd income on labor supply are to be isolated, other 
social and demographic determinants of labor supply must be held 
constant. These include the following factors: (l) /the duration of 
the respondent's marriage; (2) the presence of own children in the 

household; (3) whether/or not the respondent's residence is in an SMSA; 

I « 
(U) the U.S. female unemployment rate; (5) the health of the respondent; 

(6") the probability of public assistance receipt; (7) the potential 

earnings of other family members. For the purposes of this study, 

all of these variables are assumed to be exogenous. ' 

The specified control variables are listed below with a brief 
statement as to their hypothesized relationship to labor supply. 

Access to Welfare : As was mentioned in the section of this 
chapter dealing with sample selection, the exclusion from the. sample 
of those women who are receivi/g public assistance would substantially 
reduce the meaningfulness of the results. On the other hand, the 
simultaneous relationship between the receipt of such assistance and 
. labor supply prevents the explicit inclusion of a welfare status w 
variable in the model. For this reason, two dummy variables are con- 
structed which attempt to proxy for the probability that a respondent 

r 

will receive such assistance (in particular, AFDC), given the level of 
benefits and eligibility requirements in her state of residence. 
States with above the mean level (among all states) of AFDC payments 
per recipient and with above the mean proportion of eligible popula- 
tion actyally receiving such benefits are classified as "high welfare 11 

i 
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states. States" falling outside theae two categories constitute the 
reference group.' Living in a state with high benefits and. high \ 
accessibility would be expected to reduce 'labor supply, vhile\ow 
- benefits and stringent eligibility requirements would be expected to 
increase labor supply relative to the reference group. 29 ' 
Other Adult Family Members ; , The inclusion of a variable indi- 
cating the number of family members (other than a husband) over the 

age of 18 is necessary for two reasons. < In part, this variable is 

y 

introduced to control for differences in nonwage income levels which 
may be due solely to whether or not the 'respondent and her husband, ' 
if any, are living in an extended family arrangement (see footnote 29 
and Appendix B for a detailed description of the problem). This . 
variable also controls for the probability of the earnings of other 
wage earners being available to the household. The sign of this 
variable is expected to be negative since the presence of such pot^f 
tial earnings would serve to reduce the respondent's labor supply. On 
the qth,er hand, it is possible that the presence of other adults may 
reduce the cost of working for a woman with children and 'therefore ' 
may lead to increased labor supply. 11 , 

Children ; Since the sample p^pulatipn is restricted to young 
women, who have-not necessarily completed childpearing, a variable 
controlling for the presence of at least one child was considered to . 



29 Se* Appendix B for a detailed description of the construction of 
this variable. 
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be more important than the total number of own children in the house- 
, hold* Using those women without children as the reference gaoup, 
two plummy variables are constructed, one for the presence or non- 
presence of an infant (under 2 years of age) in the household and the. 
other for the presence of a youngest child two ye # ars of age or older. 

The hypothesized signs of these dummy variables are ambiguous. 
The presence of a child creates a greater need for income ,,and would-be 
expected to increase 1>ime devoted to market work. Children, however, 

a 

also increase the. costs associated with that market work and therefore, 
may serve to deter incr/eased participation. Nevertheless, it is ex- 
pected that particularly with the presence of an infant, the negative 
effect on labor supply will dominate. The presence of an infant is 
presumed to have a stronger negative effect thqn the presence of. an 
older child. 

' Duration of Marriage : This variable is included in, the labor 
Supply models chiefly as a control for differences in the duration 
of the marriages of those women who are about to have'^eir marriages 
*break down relative to; those women whose marriages remain stabl*. JU 
Since there ip' little age variation among these women, and since the 
effect, of duration of marriage is independent of the level of family 
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3°As can be seen in Table 7 in Chapter III, disrupting women in the 
predisniption period differ from maritally stable women in their 
mean duration of marriage. They likewise differ in their mean a^e. 
However, since the age and duration variables are very, highly 
correlated (.70), the decision was made to include oixly the duration 
of marriage variable in the labor supply functioffa 



income 'and the presence of a child for both, marital status groups , the 

size of the effect i» expected to be small and the sign ambiguous.- » 

Health : A self-reported health status variable is included 
/ • * *' " 

directly in the labor supply function (as Veil as indirectly through 

the expected wage) since persons who report a physical disability 

would expected to have reduced time in k the 'labor force. VThe fact 

that the measure of health status is self-rated means ^that responses 

may be altered by economic factors. For example, a respondent who is 

not working and receiving welfare may be more likely , than her working 

counterpart to rationalise her position by stating that she does have 

a health condition which inhibits her ability to work.- 31 If this 

* " ' ' 

effect was manifested, then the size of the^coef ficient 'might -be 

larger and more significant than would be true if this variable 
•*'-, ■ * . ■ 

proxied only for an objective measure of the respondent's health status 

SMSA/nonSMSA Residence : Living in an SMSA is hypothesized to 

have a direct positive effect on labor supply as well as an indirect 

positive effect through the expected wage rates. The more dlverste 

» • * • * * 

labor market within the SMSA would be expected to provide morfe Job 
alternatives, thus being, irr an SMSA Should be positively related to 
the hours vorked. 



31_ -..,'» 

"or a more complete discussion h£ the possible interactive relation- 
ship among h*alth, status, public assistance and labor supply, see 
Donald 0. Parsons, ' f Black/Whtfce Differences ^in Labor Force Partici- 
pation of • Older Males",*' mimeographed (CfolumbuB } The Ohio State 
University, 1977). - 
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Cyclical Economic Factors : As mentioned in the descrlption\of 
the .data,,, the aafcple Uftiverse of "clisruptees represents an ajjgsegate 
cross-section where conyparisona are mcyle* at a point ift t^ime in the 

disruption, dycle father than across survey years. "Therefore, it is 

* * ■ ■■ 

ne(>esaafy to control for cyclical /trends in the economy .which ^may have 

. a 

had an independent influence, on the labor market behavior of* these 
women. The illusion of such a variable is particularly important. in 
the comparison of the labpr supply functions of those who will disrupt 
with those women yhose marriages remain intact. Tfae, maritally stable 
group is a cross-section', tl\e values of whose paramet^y are taken 
from a single survey year, 1971. The values of ther parameter^ for the 

disrupting sample are taken from the years, }$68 to 197% depending >, 

t * v • 

on when the disruption occurs, and the point in the disrupt j-pn *cy^le 
being surveyed. , v * 

The.U.S. female unemployment rate is uged to pp6j{y for these % 

cyclical trends. A variable is constructed using the relevant unem- r 

i » * 

ploytnent- rate for.th* survey yaar in which th^vaa^ahle^ are being 
measured. If ther* are such^cyclical effects, they are hypothesized 
to be negatively associatjed wixlv-annual hours worked since the "dis- 
couraged worker" effect is expected to dominate the w additional 
worker" effect. 32 



^rfite of 



^^Jince these women at T aiip on the TOrge of a marital disruption and 
1 at T ♦ 2 have no husband in the household, the additional worker 
effect would exist only at T and would be expected to be small. • See 
Appendix B for details on the construction of all variables* included 
in the labor supply functions. # 



1 . A ' 

• A cautionary note. regarding, theae racial differences,^ income is in 
order. To the extent that welfare payments and/or income from other * 
family members may represent more important income sources in maritally 
disrupted Mack households, differences between black and white in- 
comes may, be overstated due to the' possible understatement of these 
two income "sources in the raw data. 
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CHAPTER ITT >■■.. 
. - EMPIRICAL RESULTS 

. ' - ' ' ' ' ' . • >s 

Compariso n of Marital Disruptees in the Pre-. * * & ' 

and Postdisruption Periods 

' ■<■- : • ■ ' ■ A ' 

Tabular '-Results . 

' \, ' ' ' ' ." ' ..: 

Changes in Financial Resources ' 

From an economic perspective, changes in family income levels as a ,»V - 
result of the loss'oT- the husband's earnings, to the -household (given, 
the high probability that the woman, retains custody* of her children, if 

* • * * * 

any) represent the most overt, manife's tat ion of disadvantage, associated 
with marital disruption. Table 2 gives selected mean income character 1 - ' 
istics of the disrupting women by race at T and T + 2. The tab^e 
illustrates the sharp declines' in family income for' both whites and 
blacks that accompany separation or divorce, although the black dis- 
,ruptees have 1 owe* absolute incomes at both T and T + 2. 1 For these 
young women, wit$\Uttle or.no personal asset income, 'almost 'all o*f the 
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Table 2 



Selected Mean Income Characteristics" of Marital Disruptees 

by Race at Times T and T + 2 



Characteristics 



T 



Whites 



T+2 



Slacks 



T+2 



Mean family income 

Mean respondent's earnings 

Mean nonvage income 

Percent with family member 
receiving public asst. 

Percent o£ household below 
. poverty 

L_ 



7^93 
1760 
5733 

5.8 
11.9 



5182 
^905 

2277 

28.1 
25.9 



-2311 
+III45 
-3I456 

+22.3 

+114.0 



6058 
11493 

16. I* 
22.0 



'35^2 
21140 
11402 

51.1 

149.7' 



-2516 

+6147 

-3163 

+3U.7 

■••27.7 

-4- 



All income figures are weighted and adjusted to 1967 dollars* N 
^The sample" universe includes enrolled women. 

^Nonwage iiicome is defined as total family income less the Respondent's 
earnings . ^ 

d A positive response indicates that some member of the respondent's 
household is receiving some form of public assistance during the past 
12 months. 

e Poverty income is defined according to the standard definitions of 
poverty as published by the C.P.S. 



X 
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decline reflects the loss pf the husband's income, primarily hisearn- 
ings. The table alBo indicates the increase in the respondent's ear'n- 
ingrf* "between the pre- and postdiBruption periods \ 

There are racial differences in the extent to which the young 
women are able to compensate for the lost income to the household. ' 
While the drop in family income is similar for both races (although 
the decrease for blacks is a little larger),, the increase in the mean 
earnings of the white respondents is about 65 percent; for the black 

v •* 

respondents, the increase is 1*3 percent. With these increased earn- 
ings, the white woman compensates for 33 percent of the loss of nonwage 

income between T and T + 2, while the black woman compensate* for only 

' ' 2 * ' 

20 percent. 

Table 2 also points out the importance of public assistance as a 
financial option to the maritally disrupted woman. 3 Within both races 
from the time T to T + 2, there are sharp increases in the proportion 
of : disruptees reporting that their families had received some form of 
public 'assistance during the preceding year. The increase for blaqjt ' 
women (35 percentage points) is substantially larger than for whites 
(23 percentage points). Blacks are more likely than whites to be 



Nonwage income is defined here as total family income less the ret- 
spondent's earnings. 

deceiving welfare reflects a positive response to the question, "Did 
anyone in this family receive any- welfare or public assistance in the 
past 12 months?" 



y 

■ . ■ u / * 

receiving public atfaistanae at both survey points. The increasing 

proportions of families receiving some forpi of assistance are consis- 

\ 

tent with the figures giving the percentage of households falling 
below "poverty income/ 1 Blacks who are above poverty at T were more 
likely than their white counterparts to fall below pover^f at T + 2. 
Such data* however crude , 'do aJJow a comment on the validity of 



certain cfT the specified hypo^/eses about racial differences among 
disruptees in the choicfe of financial options to compensate for the 
loss of the husband'd earnings. Although absolute income levels for 
blacks are lower at both T and T + 2, the decline^in family income for 
black disruptees is very similar to thAt of their white counterparts. 
This is due to the relatively small increase in earnings on the part 
of black women from T to T + 2. On the other hand, the assumption that! 
blacks are more likely to be receiving public assistance in the post- 
disruption period is confirmed • 



I ' , 

Of those respondents who are in the sample at T + 2 (and therefore, 

have not reAarried) and who respond at T + 2 that they have received 
some public assistance or welfare during the previous year, only 6 
percent of the whites and 13 percent of the black's were also re- 
ceiving seme assistance in the year prior to survey point T/ 

* m 

C - , \ 

Of those white disruptees who' were above 'poverty at yC26 percent had 
family incomes at T + 2 which put them below poverty/ For black dis- 
ruptees above poverty at T, UO percent fell below trfe poverty income 
exiling at T + 2. ' ^ , , 
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\ The' above income data tuggot that employment in one major means 
by which women whose marriage* break up' compensate for the loss of the 
spouse's earnings.; Figure 1 traces the mean annual hours wbrked by 
race of the. sample of maritally disrupted women over the period" in 
wh/ch the disruption occurs, T - 1 to T + 2. At T there is almost no 
racial difference in mean* hours worked. At T + 1 , however, the differ- 
ence between races is substantial, with the white disruptees working . 
an average of 10U6 hours and blacks, Qdk hours. By the following survey 
date (T + 2), the gap has further widened with blacks working an , 
average of 331 hours less than their white counterparts. 6 

In an effort to investigate more closely these racial differences 
in labor supply («s measured by annual hours worked), the wnite and. • 
black samples were further stratified by the receipt or nonreceipt of ' 
public assistance. 7 Such a stratification virtually eliminates post- 
al sYupt ion labor supply differences across races, as can be seen in 
Figure 2. For those not receiving assistance, the increase in mean 

6 A tracing of the labor force participation rates of these women ow 
w,H am ? P er iods , T to T + 2, indicates, that of. those women who were 
in the labor force at T, Jk percent continued to. report themselves in 
the labor force at T + 1 and T + 2. wocxvcb in 

Although the relationship between the receipt of public assistance 
♦ v,„ r ? ' 1 • Appendix E). It again reinforces the importance of 
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.Disruption 
Figure 1 
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T+2 



Time Period 



Mean Annual Hours Worked by Marital Disruptees 
by Race- from T^l to T+2* 



1 ' 

These figures are weighted means. 
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Whites - No Public 
Assl^etunce 

/ Blacks - No Public 
Assistance 



Whites - On PubUc 

• ** Assistance 

• ''Blacks - On "Public 

Assistsjice 



T-l 



T>--»-^ T+l 

Disruption 

Figure 2 



l 

T+2 



Time Period 



Mean Annual Hours Worked by Marital Disruptees by Race 
by Receipt of Public Assistance from T-l to T+2* 

L Thoe means are weighted. 
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.anniJeJ. houri worked from period* T to T t 2 becomes steeper for both 
blacks and whites. For whites not receiving public assistance, there 
is an increase on-average of 737 hours, while the increase for all 
whites is U79 mean hours. The results are similar for blacks i those 
blacks not receiving assistance show an increase of 587 hears, while 
the unrestricted sample has an increase of only 98 hours. As is evi- 
dent by the above figures, the absolute increase in mean houi*s worked 
is larger for whites, regardless of whether -a restriction on public 
assistance receipt is introduced. ? / 

Results of the Multivariate Analysis 

Tables 3 and k present the summary statistics and regression re- 
suits by race for the maritally disrupting shmple at T and^T + 2. An 
examination of the summary statistics indicates those parameters which 
undergo substantial alterations -from T to T + 2. As expeWed, for tipth 

i 

races nonwage income levels drop substantially as does the percentage 
of wompn having a youngest child under 2. It is interesting^ to note 
that among white disrupting women, in the postdisruptioft period the \ 
percentage of women stating that they had a health problem sufficiently 
severe to affect their ability to work doubles. At T + 2 an increased 
proportion of these women are living in an extended family setting 
(with another adult over 18 in the household). This latter result is N 
also seen within the sample of black women, but the increase is insub- 
stantial. Finally, the increase in th£ annual hours of wo^c is as * v 
expected, with an increase for whites of rflmost 60 percentage' points and 
for blacks, ik percentage points*. 

♦ 

• 4/ 
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Table 3" • 

Summary Statist let: Determinants of Annual Hours Worked 

In the Pre- and Postdisruption Periods (T and T + 2) by Race* ,b 

(•t. deviations in parentheses ) 



Characteristics 



Race 



Whites* 



T + 2 



Blacks 




Duration of Marriage 

Age of Youngest Child < 2 

Age of Youngest Child a 2 

Nonwage Income 

Respondent's Health 

Potential Wage"^ 

High Welfare State of Residence 

Low Welfare State of Residence 

Unemployment Rate (U.S.) 

Number of Household Members • 

over 18 
SMSA Residence 

« 

Annual Hours Worked 



6.78 
(k.99) 

. M 

( .50) 
.1? 

( .33) 
. 5668 

(3529) 

.06 
( .2*) 
1.60 
C .38) 

.1*0 
( J»9) 

.27 
( .U5) 
5.52 
( .83) 

.21* 

( .65)~ 
.66 

( .ail 

823 

( 789) 



7.08 

(5.16) 

.26 
( .MO 
.28 

( .1*5) 
2083 
(1*682) 
.12 
( ,.33) 
1.75 
( .33) 
.1*5 
( .50) 
.19 
( .1*0) 
6.28 
( .75) 
.61 
( .92) 
.70 
( .1*6) 
1312 
( 893) 



The sample universe includes those women who experience i marital 
disruption between I968 and 1973 and who were not enrolled in 
school. See Chapter II for a more detailed description, 
b m ^ 

The summary statistics are unweighted. 

c Exact descriptions of the construction of the characteristics 
are given in Appendix B. \ 
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Regression Results: 



Table U ■ ^ 

Determinants of Annual Hours Worked In the Pre- and Pont, 
disruption Periods (T and T 2) by Mace ' 

(t statistics in parentheses) 



UP 



Race 



Characteristics 



Whites 



Blacks 



1 


fTI i, p 


T 

X 


23.10** 


— 


16.18 


2.15) 


(- 0.l r j)> 


( 1.06) 


-859-30*** 




-230.71* 


- 8.18) 


(- 1.86) 


(- 1.39) 


-685-19*** 


& * Jp9 


136.*8U 


- u.o<:) 


( 1.30) 


( 0.55) 


- .0053 


.006 


- .017 


- o.m) 


( 0.38) 


(- 0.79) 


-199-79 


-1»1»6 Ji7** 


-^25.53* 


- 1.05) 


(- 2. Oh) 


(- 1-59) 


1,79.91,*** 


• 752.97*** 


598.85*** 


: 3.37) ■ 


( 2.69) 


(' 2.55) 


- 23.70 


- 1.J.2 


-11.75 


0.21) 


(- 0.03) * 


(- 0.07) 


51.62 


l»09.72«« 


296.U1 


: 0.M0 


( 2.07) 


( I.65)** 


- 51.77 


- 8.50 


-5^.26 


(- 0.88) 


(- 0.09) 


(- 0.72) 


- 36.18 


- 77.97 


-89.09* 


(- 0.50). 


(- 0.90) 


(- l.Uo) 


-193-99 


-218. 149 


138.55 


(- 1>82) 


(- 1.17) 


( 0.85) 


862.3*** 


25U.11,. 


235.92 


( 2.52) 


( 0.32) 


( 0.U7) 



T + 



Duration of Marriage 
Age of Youngest Child <t 2 
Age of Youngest Child ^ ? 
Nonwage Income ' 
Respondent's f 'alth 
Potential Wage 

High Welfare State of Residence 

Low Welfare State of Residence 

Unemployment Rate (U.S.) 

Number of household members over 18 

SMSA Residence 

Constant 



16.67 
0.98 ) 

?2?.9" 

- ) .2l» ) 
U31.62 

2.23) 

.05 
1.1.6) 

J»07.57* 

- 1.30) 
1205- 1 '*** 

U-Tl ) 
-16.03 

- 0.09) 
|il0.37*** 

2.3*») 
-151.01** 

- 1.55) 
-73.61* 

- 0.80) 
27l». 65 

- l>7) 
122.65 

- 0.18) 



N 



R 2 (adj) 
F Ratio 



; 235 

.29 
9.66*** 



1U5 

: .16 
3.1,9** 



1151 
.10 
2.57** 



135 
.26 
5.l8»*» 



Sample universe includes those women who experience a marital disruption between 1969 
and 1973 and who are not enrolled in school. See Chapter II for a more detailed 
description. 

The regression results are unweighted. „ 

Significance levels are given for one-tailed tests, except for the duration of marriage 
variable where significance levels are given for two-tailed tests. 
Significant at 1 percent level. 
Significant at 5 percent level. 
Significant at 10 percent level. 
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Income and Wane Ef fect« 

For boti races, there are differences between the pre- and poet-* 
disruption periods in the signs and sizes oj the income and expected 
wage variables. In the predisruption period, for both races, the non- 
wage income coefficient, whi|Le negative, Is insignificant. There are 
several possible explanations for the insignificance of this nonwage " 
income coefficient in the predisruptiqn period. - The B e will be detailed 
later. ^ 

In the post disrupt ion period (T ■»■ 2)., the income effects are 
actually positive. A positive income effect, of course, is incon- 
sistent with the conventional theory of labor supply. A possible ex- 
planation of this result is the likelihood in the postdisruption period 
of substantial measurement error in the construction* of the nonwage 
income variable. • In those households where the wife and husband, if 
any, do not live alone, the respondent is asked only the amount of the 
total income of all family members in the household. There is no dis- , 
tinction made as to whether this income is available for the respon- 
dent's use. For this reason, a control variable for the number of 

* * 

adult members was added as an additional explanatory variable. As 
expected, it is collinear with the level of nonwage income. A possible 



B ! 

See page 69 of this chapter for a complete discussion of possible 
alternative explanations. 

9 

In the case of black women, the sign and else of the income coefficient 
are significantly filtered between the pre- and postdisruption periods ' 
(T ,and T + 2). See Appendix C for a complete list of confidence 
intervals for the labor supply parameters included in the model. 
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consequence of this collinearity is to reduce the size and significance 

10 * 
of the nonwage income coefficient. v 

The gross wage effects for both races, on the other hand, are 

positive and highly significant at both points, T and T + 2. Contrary 

to prior expectation, the size of the coefficients nearly doubles for 

whites and more than doubles for blacks, with blacks being the more re- 

sponsive at both survey points. The substitution effects in elasticity 

form for each subgroup are given in Table 



> 



Tab 



Substitution Elasticities in the Pre- and 
and Postdisruption Periods , by Race 



Substitution 


Time Period 


Elasticities 


T 


* 


T + 2 


Whites 


.9h 




1.1*9 


Blacks 


1.08 




2.10 



'Calculated from figures given in Tables 3 and U, 



10 




At T -fr^Sf evidence of measurement error is manifested i n the fact that 
within both races the coefficient of variation on the nonwage income 
variable is about 2. In addition, the distribution of nonwage income 
appears bimodel with approximately 50 percent of the disruptees having 
zero nonwage incomes and 25 percent ,* incomes of $2 ,000* or above. 

A second explanation for the positive sign of the nonwage income co- 
efficient at T + 2 is given by Rosenman who v obtains a similar result 
in her investigation of postdisruption labor supply using the N.L.S. 
older women's data. Given the low mean levels of post-split income, 
the lower the income the more likely that the family can qualify for 
welfare, providing the head with an incentive to reduce labor supply. 
The higher the income, the more likely it is that augmentation requires 
increased labor supply by the respondent. See Linda S. Rosenman, 
"Marital Status Change and Labor Force Readjustments: An Analysis of 
Female Heads of Families," Ph.D. dissertation (St. Louis: Washington 
University, 1977), p. 93. 
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The increase in the size of the substitution elasticities for blacks 
between the pre- and postdi^ruption periods is substantially greater 
than for whites; blacks also have higher absolute elasticities at both 
points in time. 



uch. results can possibly be explained by a 



positive bias to t'he 



potential wage rates for the disruptees due to thle interaction among 
Low wage rates; the AFDC program and labor supply 1 . Divorced or sepa- 
rated women with low expected wage rates work les|s not only because of 
their lower earning potential but also because thfc receipt of welfare 
benefits is a more attractive option for them thai their higher wage 
counterparts. With the receipt of such welfare, financial benefits to 
.increased labor supply are further reduced by" the implicit negative 
tax on wages that such a program imposes. 11 



/ 



It is interesting to note that other studies which have analyzed 
the labor supply behavior of female heads of household (where public 
assistance recipients have been included in the universe) have pro- ^ 
duced similar results. Garfinkel and Masters fi,nd that gross wage 
effects, where expected wages are instrumental! zed in a very similar 
manner to this study, are-much larger for female heads of household 



11 



Stratification of the post disrupt ion labor supply models by whether 
or not the young woman has finished hi'gDr school should help to. 
clarify some of these unexpected results)) See Section C for a 
discussion of the results obtained from 1>his stratification. . 



than for married women with children, Rosenman, who investigates 



U6 

f 



the "pre- and post-split " labor supply behavior of a sample of older 
women (aged 30 to UU in 1967) also finds larger gross wage effects 

in the postdisruption period. In addition, she slab obtains positive 

12 - * * 

income effects in the post-split labor supply model. 
/ - 
/ Control Variables 

' (1) Whites . * 

For the subset of white women, the control variables, parti cu- 
lariy those variables which indicate the presence or nonpresence of 

V 

a child in the household, are the most responsive to the change in 
marital status. The. coefficients of the dummy variables referring 
to the presence of a child in the household are significantly differ- 
ent from T to T + 2. The responsiveness of the young wom&n's labor 
supply to the presence of an infant (under 2) relative to being 
childless is substantially reduced, although the coefficient remains 
negative and significant (at the 5 percent level). If the age of 

the youngest child is over two, the labor supply response is highly 

- 4 

significant and negative in the predlsruption period, -and actually be- 
comes positive at T + 2. 

Figure 3 illustifjate t B the predicted mean annual hours worked for 
whites- by the age of the youngest child over the disruption cycle, 



12 

' See Garfinkel and Masters, "Effect of Income," pp. k5-k€ and Rosenman 
"Marital Status Change," pp. 8U-9Q. , 
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T - 1 to T ♦ ;\ holding the other parameters in the labor supply model 
constant. The Increase in mean hours * worked ia substantial for those 
women with children, while ttiere is little change for those women 
without children, ^e only unexpected result, as was mentioned above, 
is the predictionjthat by T + 2 wpmen with a youngest child aged two 
or older will have larger mean annual work hours than their childless 
counterparts . • * * 

Other control variables which vary significantly between T and 

/ 

T + 2 include the "duration of marriage" and "low welfare state of 
^residence." As hypothesized, the positive effect or "living in a "low, 
welfare" state is much stronger in t he postdisruption period: Once 
controls are put on the presence of children and nonwage income levels, 
duration of marriage is positively delated to labor supply at T. This 
relationship disappears by T + 2. The reasons fpr the alteration in £ 
both the sign and the coefficient of the "duration of marriage" vari- 
able are ,not evident. 

* * 

(2) Blacks 

tn comparison- to .the subset of white women, among black respon- 
dents the control variables are less significantly altered V the dis- 
ruption process. Only the coefficient of SMSA/nonSMSA variable is 
altered significantly. The sign of the SMSA variable actually moves 

0 

from being nonsignificant and positive, to negative. There appears to 
be no adequate explanation for this phenomenon; 
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Childless 




Child < 2 



T+2^0*hme Period 



Adjusted Annual Hours Worked by Age of the Youngest * 
Child from T-l to T+2: Whites — > 

L • 

This figure is constructed from regression results, presented in Table 
k. These results are unweighted. 



Unlike the subset of white women, for the hlecke there ere no 
significant changes in the size or the' signa of the variables control- 
ling for the presence of a child.. Figure U gives predicted mean 
annual hours of work from T - 1 to T + 2 by the age of the youngest 
child in the household (if any), holding all other parameters constant. 
Only those with a child under 2 follow a clear pattern. In contrast 
to whi£e women, these women have almost no predicted increase in hours 
worked over^he disruption cycle once all other parameters are held 
constant. . The pattern for. the other two child status groups is much 
less clear, perhaps partly reflecting the small proportion of black 
women who are childless and the diverse nature of the group. It is 
interesting that the older child effect (age of youngest child > 2) 
is positive at both survey points. 1 ^ 



Results of the Post di srupt ion Multivariate Analysis Str atified bv 
Education J , : ~ 

In order to examine more carefully the capability of the models 
as formulated to explain adequately variations in labor supply among 
those women with the highest probability of being eligible for welfare, 
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Unadjusted figures for -black women on the mean annual hours worked 
by the age of the youngest chiid indicate a similar pattern. At 
T - land T, childless women actually work fewer mean hours than 
women with older children. At T + 1 and at T + 2 the difference *in 
mean hours worked between the two groups is slightly over 100 hours. 
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Figure h , 

Adjusted Annual Hours Worked by Age of the Youngest 
Child from T-l to T+2: Blacks 1 

L These figures are constructed from regression results presented in 
Table U, These are unweighted figures! 



the postdiar>iption models were further stratified by whether or not 
theNrespondent had complete^ ^igh school, The empirical results are 
given in Tabids 6 and 7. 1 ** 

As- expected, the summary statistics indicate higher . levels of non- 
wage inoome^ higher ^potential^Vges, more hours worked per year, 
shorter durations of marriage\and lower percentages with children 
among those who have completed high school as compared with high school 
dropouts. One interesting 'result is the fact that^O 'percent of white 
high school dropouts claim a health disability which limits their 
'activity or the kind of work they can do. This ^percent age 'is signi- 
ficantly higher than the percentages for white graduates or for blacks 
in either educational attainment category*?^ ThfJK result serves to 
reinforce the premise that, because hea^tT status is self-rated, re- 
sponses to the question can be influenced by economic and other 
vironmental circumstances. For example, a female head of household 
may rationWiie her receipt of public transfer payments by specifying 
that she has a physical disability limiting her ability to work. 
Whites 

Examination «f the regres^sfifan results for white disrupted women 
(see Table 7) produces some interesting results. While the adjusted 
R 2 value for. white dropouts is extremely high (,5k) , the R 2 vafto for 



nr 



One' obvious problem with such a stratification is that the'Wple ) 
siies become extremely small '.\ ' 
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Table 6 



sAnnary Statistics: Detefminants of Annual Hours Wdrked^ifl the Postdi eruption Period 

- f T + by HaN^ -by *4u«ati^i % [ 

(st. deviations in parentheses) 



RACE 



Characteristics 



Whites 



Blacks 



a For a description of the sample see Table U. 

b . The regression results are unweighted. ^ \ 

c Exact descriptions of the construction of the charaf^SP^stics are given in Appendix B, 

d Dropouts are defined a^ having completed less than years of School . 

e Graduates are defined as having completed 12 or more years of school. 
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Ct rftduat es 


Dropouts 


Graduates 


Duration of Marriage 


8.U2 


6.37 


6.75 


5.^0 




(6.07) 


( k . U9 ) 


(5.00) 


(U.05) 


Ag$ of Youngest Child < 2 


.»»0 


.21 


M 


.21* 


( .1*8) 


( .1*1) 


$( .50) 


( .1*3) 


Age of Youngest Child >_ 2 


.26 


.29 




.27 . 




( M) 


( .U6) 


y J*6) 


( .1*5) 


Nonvage Income 


1800 


22 32 


132Q 


1 38? 


( 30^8 ) 


(535 J * ) 


(2U08) 


(2803) 


Respondent's Health 


.20 


.08 


.07 


.05 ' 


( .1*0). 


( .28) 


( .25) 


( .22) 


Potential Wage 


1.U8 


l.flg 


1.1*0 


1.83 




( .21) 


( .29) 


( .33) 


( .33)* 


"High Welfare State df Res. 


.I.; 1 


.1*6 


.26 ♦ 


.29 


( .50) 


( .50) - 


( M) 


( .1*6) 


Low Welfare State of Res. 


.18 


.20 


.1*1* 


.1*0 




"( .39) 


( .Ho) 


( .50) 


X .1*9) 


Unemployment Rate (U.S.) 


6.3** 


6.25 


6.15 


6.1*8 


• 


( .67) ' 


( .79) 


( .810 


( .«7) 


Number of Household Members over 18 


.70 ' 


.56 


' .86 


.66 




( .97) 


( .90 > 


(1.10) 


(1.0U) 


SMSA Residence 


.62 


* .75 


.67 


.81 




( .U9) 


( M) 


( .1*7) 


( .1*0) 


Annual Hours Worked 


931 


1513 


632 


1335 




( 066) 


( 8**5) 


( 735) 


( 952) 
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Table 7 . , 53 

Regression. Results: Determinants of Annual Hours Worked bx Race and by Education in the 

Postdisnfetion Period (T ♦ 2r* 

( t-statistics in parentheses) 



RACE 



0 / 

Char ae t e r 1 a t 1 c s 


mix V 


as 


Blacks 


w 


44 d 

Dropouts 


Graduates® 


Dropouts 


Graduates 


Duration of Marriairi* 


-17 In*** 


- p6 pi 


26.. 8l 


20.91 




( ? lift] 




,( 1.21) 


( 0.'68) 


A*e of Youngest Child < 2 


- 88 59 


~i6q 87* 


-365.30** 


100.75 




( m. D ^7 ) 




( - 1.75^ 


( 0.29) 


Aire of Yo\ina*st Child > P 


660 80 


Af\ 1 R 


136.U9 


576. U8 




( P 7f\) 


\ U . Xj ) 


( 0.50) ** 


( I.9I4) 


Noni/ftxrf* T nr* niti** 


- OP 


• VA/ j 


0.05 


.014 








1.10) 


( O.65) 


" RuflDOnd^nt 1 ^ Health - 




.701 lift** 


-3D? • 1.1 


-595 -09 




( 0.21) 


(- 2.27) 


(- 1.02) 


(- O.96) 


Potential Wage 


2122-2*** 


91.2)4 


UUU .62 


II5I4 .1** 




( 3.18) 


( 0 . 22 ) 


( 1.16) 


( 2 28) 


High Welfare State of Res; 


-363.16** 


l8l .99 


106.27 


-210.87 




■» (- 1.81) 


( 0.82) ' 


( 0.U6) 


(- 0.68) 


Low Welfare State of Res. 


952.21*** 


138.98 


319.28* 


f 106.l40 




( 3.75) 


( 0.5U) 


( 1.U6) 


( ^0.314) 


Unemployment Rate (U.S.) 


-5U7.5 1 **** 


181.1*0 


-158.90* 


-169 . 59 




(- 3.70) 


( 1.55) 


(- 1.U6) 


(- 0.91) 


Number of Household Members over 18 


J*3.03 • 


-1U7.20 


- 83.07 


- 10.35 • 




( 0.39f 


(- 1.26) 


(- 0.80) 


(- 0.06) 


SMSA Residence 


- 6^.08 


-290.13 / 


133.12 


-768 .19 




(- 0.28) 


(- 1.1M 


( 0.60) 


(- 2.11) 


Constant 


761.10 


680,73 


703 .k6 


-635 .01 




( 0.71 ) 


( 0.6M 


( 0.88) 


(- O.I45) 


N 




* 95 


73 


6e 


R 2 (adj.) 


• 5U. 


.06 


.IB 


.11 


F Ratio * 




1.51 


2. U3* 


1.70 



e 



For description of sample* see Table k. * 

The regression results are unweighted. ^ ' 

Significance levels are given for. one-tailed tests except for the "duration of"marriage" 

variable where significance leVels ara,given for two-tailed tests. 

Dropouts are defined as having completed less than 12 years of school. 

Graduates are defined as having completed more than 12 years of school.' 

Significant at 1 percent level. 

Significant at 5 percent level. 

Significant at 10 percent level. 
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white^high school graduates^ il^ery close to tero (.06). ^Although the 
small size of the sample of vhlte dropouts makes any. conclusions some- 
what tentative, the results do indicate that therr~*ne distinct differ- 
ences in the postdisruption ^bor supply ^c spo tMjes of graduates and 
dropouts. The mean annual hours of work of white graduates are signi- 

y 

flcantly greater 'and have a lower variance than those of. their less 
educated counterparts. This lack of variation in work hours among 
high school dropouts accounts for the* low explanatory ppwef\ of the 
model. On the other hand, the specified l^bcA* supply model is very 

y 

successful in explaining variations in postdis/uption work behavior 
among dropouts , the women with th^N^ghest/^robability of receiving % 
some type of public assistance. These results indicate that, at, 
least among white maLritally disported women, combining high /school 
dropouts and graduates in the postdisruption labor supply model (see 
Table k) masks significantly different^ work responses on the part of 
the two groups to the specified parameters. 

Examination of variations in individual coefficients between the 
two groups should serve as an indicator of where the direct and in- 
direct effects of public assistance receipt, if any, are being mani- 
fested. As hypothesized, the coefficients of the welfare variables * 
("high and low welfare state of residence") are lapge and significant 
in the right directions only for the sample of dropouts. The positive 
labor supply response to potential wage rate changes is also 
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r 

significant only among high school dropouts; this result contradicts 
prior expectations. 

This difference in the sizes pf the gross wage. effects between the 
dropoiits and graduates warrants further attention. Calculations of the 
l?ure substitution elasticities for the twq gropus yield significantly 

.different results, a value of for white dropouts and -; 02 for 

15 « 
white graduates (t-2.68). + These results seem to confirm the explana- 
tion given earlier in this section for the increase in the size of the 

* 

gross wage effects for both whites ^and blacks between the pre- and 
postdisruption periods.- Because these women are young, their nonwage ' 
Income levels when disrupted remain fairly constant across educational 
levels. The young woman with a relatively high earning potential, 
i.e. having graduated from high school, will perceive no real non- 
market alternatives to increasing her financial resources .V^W^iike 
the male head of household, will, therefore, exhibit little response 
to wage rate changes because she is already working almost full-time v 
and due to her lack of financial alternatives, cannot afford to eater 
her labor supply. The white high school dropout, on the other hand, 
has the higher probability of being eligible for welfare, given her low 



One obvious problem with such calculations , as was mentioned earlier, 
is the possibility of substantial measurement error in the con- 
struction of the nonwage income variable. This error in all pro- 
( bability accounts for the positively signed income effects for 
three out of the four subgroups' being studied. 
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earning potential and the high incidence of health-related disability. 
Public assistance thus becomes a substitute for her market work, allow- 
ing her the option of leaving the labor m^urket in response to declines 
in her potential wage. j 

Only the presence of an infant in the family and the existence of 
a. physical health dlsubiltty are sign! f leant determinants of l^bor 
supply among hi^i school graduates, Theae results ire as expected, 
gl\«?n the fact that the disrupters who have at least a high 
school diploma have a mean annual hours worked of about 1 ,600 hours 
(close to full-time) and a relatively low standard error. There is 
thus- little variation in labor supply to be explained by the specified 
model, / 

1 

% • 

One interesting result not mentioned above is the negative and 

sign! ficjnnt coefficient on the "unemployment rate" variable for high 
school dropouts; while for high school graduates, ther same coefficient 
is actually positive. This indicates that young women who had not 
completed high school and who are in a disrupted status in the survey 
years where female unemployment rates were high had/significantly 
decreased labor supply as compared to their counterparts whose marriages 



The construction of the potential wage variable 'is such that va&e 
rtates can only be altered by changes in educational levels, residence 
( or out of the South or an SMSA), or taalth status.) The large 
substitution effect for high school dropouts indicates that the more 
years of education such a young woman call complete, the greater will 
be the intensity of her participation in the labor force. 1 
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became disrupted in years where the unemployment rates were lower. For 
high school arwluata*...£ht.xm*mm-vmB true. Thus the labor supply of 
high schodli dropouts appears to be more sensitive to cyclical economic 
changes than the' supply of their better educated counterparts. 
Blacks 

The differences between black dropouts and graduates in terras of 
the responsiveness of labor supply to the specified parameters are much 
less pronounced than those between wfiite dropouts and graduates. The 
adjusted R*" values are similar; the model for "black dropouts is only 
marginally significant and'the model for graduates has no statistical 
significance. Nevertheless, as was true for white female heads, the 
effect of living in a <low welfare" state is significant for bTack 
dropouts but not for graduates. 

In contrast to the results for whites, the substitution* elasticity 
is smaller (1.06) for black dropouts than for graduates ( 1.66), but 
the difference is not significant (t - .95). The results obtained for 
black dropouts and graduates are the results expected from labor- 
leisure choice^heory. Nevertheless, the marginal significance of the 
black models requires that such a conclusion be advanced with the 
qualifying statement that further study is needed. 



Comparison of Maritally Disrupting Women with the 
Reference Group of Maritally Stable Women at T 

It is possible that the preceding discussion of alterations in 
f 

the young women's initial labor supply r^sporlse to the occurrence of 

r ■ 

marital disruption may in fact understate the actual impact of the 
event. This would be true if, tkS some degree,, the young women act to 
alter their behavior in anticipation of the imminent marital breakdown. 
This section, by both tabular and multivariate comparisons, will seek 
to ascertain whether or not there in such an anticipatory effect. 

Tabular Results 

Comparing selected Income characteristics of the sample of dis- 
rupting women in the predlsruption period with a reference group of 
maritally stable women (see Table 8), certain differences are evident. 
For both whites and blacks mean family income levels and mean levels 
of husband's earnings are lower for the disrupting sample than the 
reference group. In absolute terms, income levels are lower for blacks 
than whites, regardless of prospective marital status. On the other 
hand, the mean earnings levels of the respondents Bhow little differ- 
ences among whites, but among blacks those whose marriages are stable 
have higher levels. This differential among blacks can .at least in 
part be attributable to the higher proportion of welfare recipients 
among black disrupting women, reflecting the fact that 22 percent of 
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Table 8 

Selected Mean Income Characteristics of Marital Dlsruptees in the 
Predieruption Period (T) with Reference Group in 1971 by Race*** 





Whites 


Blacks 


Characteristics 


Marital 
Dlsruptees 


Reference 

OrouD 


Marital 
Dlsruptees 


Reference 
Oroup 


Mean Family Income 


71*93 


866U 


6058 


7003 


Mean Husband's Earnings 




6039 


3927 


1*651 


Mean Respondent's Earnings 


1760 


17U7 


ll*93\ 


1667 


% with Family Member 
Receiving Public Asst. 


5.8 


3 ' 6 


16.1* 


10.0 


% Below Poverty 0 


ii.9 


3.7 


22.0 


16.2 













*For description of construction of the sample of marital dlsruptees arfcT: 
the reference group, see the text. Sample includes thpse enrolled, f 

b All figures in the table are weighted. 

c Poverty income is defined according to standard definitions of poverty 
as published by th£ C.P.S. 
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these vomen live ik families whose incomes are below poverty level. 

White disrurtees are also more like.lv to be receiving welfare and to 
have familv incomes below povertv than ttjeir maritallV stable counter- 
parts , but their mean earnings are actually higher. - 

Results of the Multivariate Analys is 

Tables 9 and 10 present summary statistics and regression results 
by race for the maritally disrupting group at T and the reference group, 
in 1971 • Table 9» which gives summarpr means and standard deviations 
for the parameters used in the specified. labor supply functions , yields 
certain difference's and some notable simil cities between the ctiaracter- 
istics of the disruptees and those of the reference ^roup. 

Among the subsample of whites , there is no difference in annual 

hours worked or in the percentage of women with a child under two. The 

) 

reference group, however, is qllghtly more T*kely lo have a child, a 
longer duration of their marriage (slightly over h years), higher , 

levels of nonwage income, and slightly higher ' potential wage levels tlian 

* * * .i 

the disrupting group*. Bl^ck disruptees, in contrast, are more likely 
to have a child and to live in a "low welfare 11 state of residence than 
their nondisrupting counterparts. Like the white reference group, 
black maritally stable women have a higher mean nonwage income, (Juration 
of marriage (about 3*s years), and potential wage than thoqJfwho disrupt. 
As with white women, the mean annual hours of work d*> not differ signi- 
ficantly between the two 'groups. ( " 
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Summary Statistics: 



Table <; 

Determinants of Annual Hours Worked by Prospcctivr Marital Otat.ua and Knee In 
the IVcdUrupttoii Period (Tp» n 

I Mtaiidani -deviations In parentheses ) 



I 


1 *l Jill ■ w * 




Raoe 






Characteristic' 


...Whites 


. , Blacks 
















1 


Reference 






Reference 




'Petal 


Disruptees 


Group 


To^al 


Disruptees 


Group 


Dt*r*tion of Marriage 


ft 1ft 


/ 

0 • ( 0 




A ftn 


5.97 


* T - Ac 

7.25' 


. 


fs 4s\ 




V P» ^y) 


( H on \ 




ft. KM 


Age of Youngest Child < 2 


Uq 
• H y 




llQ 


Ai 


• OO 


• 57 












/ li7\ 


U50) • 


Age of Youngest Child > J 


1 T 




1 A 
« J-O 


1 A 




' .17 




( 18) 


\ • jj ) 




f 3A V 

Ufl 98 


loJj 




Nonwage Income 


65 } \ 


■5668 


n607 


HO ( Xj 






(36«9) 


(3529) 


(3933) - 


(3248) 


(35^8) 


(3071). 


Respondents Health 


.06 


.06 


»06 


.05 


.06 


.05 




(.2U) 


(.2U) . 


, (.24) 


(.22) 


(.23) 


-(.22) 


Potential Wage 


l.?6 


1.60 


f 1.79 * 


1^55 
(<37) 


1.U8 


1.59 




(.39) 


(-38) 


(.38) : 


(.50) - 


(.35) 


High Welfare State of Res. 


.39 




.39 




.29 


.30 








(.^9) 


(M) 


(M) 


(.1*6) 


Low Welfare State of Res. 


.27 




■w27" 


.53 


M 


.60 




(M) 


(.^5) 


(M) 


(.50) v 




(.50) 


Number of Household 


.36 


.2U 


.ho 


.67 




.67 


Members over 18 


(.92) 


(.65) 


(.96) 


(r.iU)< 


(1.13) 


(I. Ik) 


* SMSA Residence 


• .63 . 


• .66 


.62 


.65 • 


'. .65 


.6V 




(M) 


(M) 


(.^8) 




(A8) 


(.^8) 


Total Marital Status 


.16 






.3^ 






Annual Hours Worked 


(.37) 












8;>8 


823 


829 


856 


84o 


856 


* ^ * r a -i 4 


(87U) 


' (789) 


(889) 


(820) 


(800) 


(832) 



For a description of the sample univei^e of disruptees see Table The reference group 
consists of women married in 1971 who did not disrupt between 1968 and 1975 and who were 
not enrolled in school;' T represents 1971 for the reference group. 

b ■ " 

Summary statistics are unweighted. 

, For a complete description of the construct lort of characteristics, see Appendix B. 
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Regression Results: 



Table 10 

1 



: Determinants of Annual Hours^ Worked by Prospective Marital Status and Race 
In the rredlnruption Period IT) 



Cfe%racteristics b 



Duration of Ferriage 

Age of Youngest Child < 2 

Age of Youngest Child St 2 

Nonwage Income 

Respondent's Health 

Potential Wage 

High Welfare State of Res. 

Low Welfare State of Res. 

Ilo* of Household Members 
over 18 . ' 

SMSA Residence 

Total Marital Status 

Constant 



R c (adj) 
IF Ratio 



Whites 



Total 



It . U2 

'(0.92.) 
-968.0U*** 
(-.19.91) 
-666.58*** 

(-9.U0) 

(-5.U3) 
-llO.SU* 
(-I.UT) 
180.22*** 
(6. ^2) 
2U. 06 
(0.52) 
91.17** 
(1.87) 
-2U.60 
(-i.oiO 
-107.76 
(-2.1*2) 
: -.oU'2 . 
(-0.00) 
935.5^*** 
(7.1*6) ' 



1U73 
,31 
59.50 **» 



Disruptees 



21.13** 
(2.01) 
-869.69*** 

(-8.33) 
-69 3.62*** 
(-U.iU) 

(-0. 1*0)- 

t102.9U ' 
(-1.02! 
1*39.65*** 

• ( V'6),' 
-1-.U21 
(-0.10) 
1*1*. 79 
(0. 39) 
-33.15 
(-0.-U6) 
-1*89.82 
(-1.78) 



. 653. L3**» 
* ■ 2.6U 



235 
.29 
10.56 *** 



Reference 

Grou p m 



1.06 

(0.20) ' 
-988 , U8 *** 
(-ng.03j 
-6&1.05*** 

C-8'M) 
- .031*** 

(-5.33) 
i*idUfii 

^1.19) 
368.88*** 
(5. h$) ■ 
2h. 25 
(0.U7) .* 
103.02*** 
• (1.86) 
-35. 5^* 
(-1.39) • 
-88.39 V 
(-1.80) 



1015.9*** 
(7.20) 



1238 
" .31 
55.90 *** 



Blacks 



Total 



1.7.98**' 
(2.13) 
-1*92.27*** 
(-5.31*) 
-5 1 • 36 
(-0.39) 
.018- 
(0.15) 
-503.75*.*,* 
(-3,11*) 
1*02.9U*** 
(2.96) 

-81.39 
M.75) 
173.20* . 

(1.59) 
-91.33***' 

(-2.62)." 
0 1 ..06 
(0.98.) ' 
120.96 
. (1.56) 
322.93 
- (1.25) 
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U56 



Disruptees 



U.37 

(0.95) 
-225.63* 
(-1.36) 
137.89 

(0.56) 

-.013 
(-0*66) 

-1*13.57*, 
(-1.55) 
538.72*** 
(2.1*5) 

-3.83 
(^0.02) 

296. 1*1*** 
(1.65) 

-96.72* 

(-1.55) 

15U.11 
(0.95) 



6.36 
(0.02) 



161 
.10 
2. 78**- 



Reference 
Group 



18.S8* 
(1.81) 
-627.38** 

(-5.53) 
-II8.93 

(-0.75) 
.01U 

(0.93) 

r59».65** 
(-2.93) 
3l9t82** 
(1.82) 

-120.51 
(-0.82) 

116.0 
(0.83) 
-92.70** 
(-2.08) 
U3.0U 
* (0.37) 
- * 

555.58** 
(1.66) 



295 
.17 
6.96 



a <3ee footnotes 1 and 2 on Table 8. , . ^ 

* Significance levels are given for oije-tailed tests except for the ""duration of^marriage" variable 
• vhere significance levels are given for two-tailed testn. / , 



Significant at 1 percent level . 
Significant at 5Hpercent level. 
Significant at 10 percent level. 
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An^examination of the labor supply responses of the women whose ' 
marriages are to be disrupted and of the reference group (see Table 10) 
does reveal certain differences. 1 ^ Among, whites , the duration of 
marriage significantly affects only the. labor supplied by the" disrupt- 
ing group. On the other hand, nonw.age thcome levels and living in a 

"Low welfare" state of residence are significant determinants of labor 

r 

supply only for the reference group. Iq contrast, for blacks, nonwage 
income effects remain insignificant for both marital status groups and 
living in a "low wel fare"' state of residence has a significant , effect 
on labor suppLy only for disrupting women. The negative labor supply 
effects of having a child in the household, particularly an infant, 
are' much more pronounced in the case of the reference group. 

In orfaer to examine the statistical significance of these 
apparent differences in l^bor supply parameter estimates between the 
two. groups, a stepwise regression procedure was applied to a combined^ 
sample of the disrupting and reference groups*. The functional form 
included^ q binary variable for marital status (1 » disrupting gro\jp, ' 
0 = "reference group) , which allows the intercept term to 'vary, and a 
set of interaction terms that are .the products of this binary Variable 
^ahd^the other parameters in the equation, allowing the slope coefficients. 



"The varr&hie r f or the U.S. ^mcanployiftent rate is eliminated ifrom both 
models. Sitffce the reference group represents a single year cross- % < 
• section, there is mryariation in this variable's value. Ajteng dis- 
rupt ees., the variable has no A statistical significance a? a det\piinant 
of annual hours worked at T. [ . * * ■ 



to vary. This procedure, therefore, permit* ihe^teating of any or all 
of the coefficients in the model* The results obtained from such av 
fully interacted mod^l, where the interaction terms are not entered f 
until the k + 1 step (with the dummy marital status variable Entered 
first) allow F statistics to be f calculated, for several different pur- 
poses. It is possible to test (l) whether the labor supply * 
functions differ by marital status; (2) whether there are intercept 
differences % and (i) whether there are slope dif Terences between. the 
two marital status subgroups. , 

F tests on the entire interacted model indicate no significant 
differences for either race (whites^: .85; blackk : .80). For whites, 
there are also no significant intercept differences by marital status.!* 
Among blacks, the intercept terms of t s hooe whose marriages are ^bout 
to disrupt anfl those whose marriages remain iritact a^e marginally 



different ( a =■ .10) 7? If theNahift 'term is thejfr held constant, among 
white women there ane significant (at the 5 percent level) differences 
in the duration of marriage and- npnwage income coefficients , between 
the two marital status -subgroups tF ratio* (2,lU63X A 3.21]. Jfor black 



See Stephen J|. Myers "Tests for Equality in Regressions of 
Weighted Data/ 1 mimeographed (Columbus': The "Ohio Stat'e 
.University, -Cfenter for Hvpan ^Reerbucce Research, 19760*' PR* 1-13, for 
'a discussion of the use pf the technique in testing for. equality 
•regression equations. v \ » 



women there are no significant slope differences between the two 
groups . 

The fact that white disrujtfees do differ from their nondi erupting 

counterparts in the effect that the duration of their marriage and the 

*• 

level of nonwage income has on^their annual h(«urs worked is an inter- 
t- 
esting finding. Tt is also interesting to noty? that there are no 

structural dl fferenees \b^wepn the two labor supply functions when all 

of the specified parameters are allowed to vary* The" next question* to 

be answered th£n becomes whether these slope differences are due to the 

maritally 1 disrupting woman's anticipation of the event's occurrence or 

whether t^here is a fundamental difference in the tastf for work be- 

- * ■ \ • 

tween the two marital sttftus groups* 

In an effort to distinguish betVeeYi these two possibilities, the 

\ 

labor supply model for disrupt^c/S was estimated for the survey point 
T - 1, with tfhe assumption b£ing that the farther away the young woman 
is from the disruption's occurrence, the less likelihood that the anti- 

v - 

cipation of the mq^ital breakdown will 'be affecting her labor supply 

*' . V 

behavior. The summary statistics and regression results are given in 

& ■ 

■^able 11. for whites, at T - 1 t^ie duration of marriage variable does 
• ■ 1 ' ' • ' ' <* f . .. 

"15 • , * • - * / 

If a levels are lowered to 10 percent, for whites the coefficients 
on the presence of a youngest child ieis* than two and the JJMSA varia- 
bles become significantly different between the disrupting and refer- 
ence 'groups [F Patio (U,lU6l) ■ 2.09]. For blacks, there is a slope 
difference in the "age of youngest child less than two" variable 
[F Ratio (l,lU6U) '= 3.3U]. X ' •• ' • 
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:*umnuiry ;>t mI. I m M ru tm<l Hegrcmilon Heaultn: 
Petennln4ntn of Annual Hours Worked for Marital PiBrupteen at '1 



1 by Hare n 

V 



Character I at. leu 



Duration of Marriage 
Age of Youngest Child ^ 
Age of Youngest Child 
Nonwage Incone 
Respondent ' s Health, 
latent lal Wage • 
JUgh Welfare tftate of Residence 
U)W Wei fart* State of Residence 1 
Unemployment Rate (U.K.) 
No. of Household Members over Ctt 
i'Ml'A Residence 
Constant j 
Annual Hours Worked 



N 

H 2 [ ad j J 
F Rati<^ 



Race 



Whites 



Moans 



( .50) 

.09 

(^9) 

.OS 

(.:•:») 
i.M» 

.1+2 

(-.!»«.)) 

r*' ' 
(A 1 ) 

5.17 
( Ml) 

(M) 



8s8 
(81+6) 



Kegr. HesuiW 



3.'»8 
(0.2t») 

(-7.H7) 
-U 1 y .;M »« 

(-1 .'*>) 

(-0.1.0) 
73. '>6 
► (o.U) 

(:\tV>) ' 

-7.17 
(-0.06X, 

10} .00 

(0.70 
-39.26 
' (-0.30) 
-1H.HH* 

(-o.;'.') 
■1 -i't.H 

(i .i.o. 

(l. 



L70 • r -' 
'.37 • 

10.21 »»« 



Means 



5.M 
C»..36) 

.7? 
(.^) 

.11 
(.31). 
'♦920 

(3U7) 

.05 

(.22) 
l .1+6 
(.36). 

.33 
(.'*7) , 

J*7 

(.50) 
5.18 
(.50) 
-.70* 

(1.19) 
.68 

786 
(866) 



Regr. Results 



.91 

(o.oUf 
-665.96*** 

(-2.89) 

U£k.76 
(1.20) 
-.02U 

(-0.85) 

270.39 
(0.72) 

386.39* 

(1.28) . 
-U6.82 

V( "°'f 'J 

(O.96T 
-236*26* 
(-1.1+2) 

71.15 

(0.93) 
286.53* 

(1.31) . 
1633.8** 

(1.66) 



102 

.19 
3.09* 



: b 

d 



Universe Includes those young fromen who first disrupt, between 1970 and 1 973 and are no*t 
enrolled in school at T - I . . 
Summary means are unweighted; standard deviations are in parentheaeB. "* 
Regression result?s are unweighted; t statistics are in parentheses. ; 

Significance levels .are for one-tailed [tests ,-x'cepk (\>r the "duration of raarria«e" variable 
where sign i finance love fci are, given CfSf tvo-tai led to*t« . • ^marriage variable 



Significant at- t percent level. 
Significant at 5 percent level . 
Significant at 10 pei^ejfit level. 
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become insignificant, vhile the nonwage income coefficient remains in- 
significant/ 0 

There are several explanations for the fact that even at T - l^he 
income coefficient remains insignificant in the labor supply model of 

* 

those women whose marriages subsequently disrupt. One explanation is 
that measurement error exists in the construction of the nonwage income 
variable. A^second alternative is that the nonwage income component is 
proxying for a positive taste for^work among those whose marriages later 
break down. Third, ^the possibility continues to exist that anticipation 
of the disruption's occurrence can be found even .at the second survey 
before it actually occurs. In this case, the wife discounts her 
husband's earnings in making her labor supply decision because she is 
aware that there is a high probability that they will separate. 

The first explanation, that of measurement error in the nonwage 

v 

income variable, has credibility inly if there is some reason why. those 
women who are. about to undergo a marital disruption are more likely to • 
give, incorrect information on the income and asset questions than do 
those who are maritally stable. Since unexpected alterations in family 



In order further to test the stability of these results, the change in 
annual hours worked between T and T + 2 was regressed on the changes 
in. nonwage income, changes in potential wages, and changes in other 
control variables over the sa*fe period. 'For both races Income effects 
remain insignificant and the models themselves are Insignificant 
(whites, F ratio - 1.35; blocks, F ratio * .55). 
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income have been shown to promote marital instability , it may be possi- 
ble that women whose Carriages phre about to difsolve are less likely to 

p \ 

know their husband f s income.' 

The 1972 N.L.S. data set, incorporating a series of work attitude 
questions, does permit simple test of differences in tastes for work 
between a grolfp of white women whose marr^.a^es are aboxrt/to dissolve 
and a maritally stable sample of white women. Table/i2 gives the 
results obtained in t^e/1972 survey when attitude responses of a 

' / ♦ y 

sample of mafried women who disrupt bktweeny£972 and 19?3 are compared 



wtbh a sample of married wigien who do naz disrupt between^l968 and 1975. 
These results give some support for Jft\e notion of differences in tastes 
for work among the two marital s^mtus subgroups, even before the marital 
disrut><lon occurs. Unfortunately the sample size for the foaritally 
disrupting g*mu> is very yrfmall- keeping significance levels low. How- 
ever, it must be ackn*Jwl edged that because the results obtai^e£ for 
the disrupting grptip #Lre taken from the survey period immediately * 
before the dialHiption takes place, thj^e results may indicate attitude 

changes du^ to anticipation of the disruption's occurrence/ rather than 

/ pp 
representing taste factors.* ' 



See Ross and Sawhill, Time of Transition , pp. 59-60. 

^Ktfie responses on the 1972 survey's attitude questions by those who dis-.i 
Vupted between 1973 and 1975 were also compared with the same maritally 
stable group in an effort to see whether these attitude differences 
are also apparent at surveys taken before the point T, i.e. at T - 1 
and T - 2. Although the results are in the same direction as in Table* 
12, the results are not significant. 



Proportion of White Women with Positive Responses 
on Work Attitude Questions by Marital Status in 1972 



1 

Attitude Statement* 






Marital 


Status 




Disrupt ' ?2-73 a 


Maritally Stable 7^ 


T test for • 




N 




N 




differences' 


A working wife feels more useful 
than one who doesn't hold a Job 


• 

60 


56 


• 3335 




1J34** 


Employment of both parents is necessary 
to keep up with the high cost of living 

•* ' 


60 


57 


3835' 




• 1.39* 



c 

(i 



Universe includes <hose- women married with a spouse present in 1972 who undergo a marital 
disruption between 1972 and I973. s manual 

Universe^ includes those women married with a spouse present in 1972 who do not undergo a 
marital disruption between 1968 and ^7 . 
N represents the unweighted sample size. 

+ I!2! eB ! nt ? the vei « hted Proportion of the sample. indicating agreement with the attitude 
statements (agree, strongly agree) f . , '■ » 

These are two of a series of nine statement's used to examine the respondent • 8 'opinion about 
the employment of wives. r 
Significance .levels are for one- tailed tests. . . ' . - 



*** Significant at 1 percent level. 
.** Sijgnif leant at 5 percent level. 
* Significant at 10 percent level. 
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The third possible explanation for the nonsignif icance of the in- 
come effects among white women In the predisrupt ion periods"? and T - 1 
is the phenomenon of anticipation. Tt may be that the survey point 
T - I is still sufficiently cJ.ose to the disrupt i'on ' s actual occurrence 
that anticipation of the disruption continues to be a factor in the 
determination-op the woman's' labor market behavior. 

One way to test the validity of bhis thesis is to examine the 

ability of Labor supply parameter estimates for the subset of maritally 

». - # » 

stable women to predict the increase in mean annual hours worked that 

- 1 -i • • 

occurs for ihe - di 3 r tiptoes between the pro- and postdiaruj)tion periods, 
given, changes' in the nie^i values of the independent variables . By 
plugging in the mean vaiues of the independent variables at T + 2, the 
labor supply model for maritally stable women can explain #3 percent 

* of the actual increase in the labor supply of the disruptees that is 
observed between points T and T + 2/ ' According to the results ob- 
tained, the most important factors accounting for the increase in labor 
supply are the decline in nonwage income and the decline in th£ pro- 
portion of women with an infant (age less than 2) in the household. . 

* The fact that the predicted mean annual hours' of work is relatively^ 



To obtain these results the labor supply parameter estimates for) 
maritally ptable women are multiplied by the mean values of, the para- 
meters for the disruptee sample in the pi>st disruption period, i.e. 

T — T + 2 

X, , where DIS ■ maritally disrupting 

MSP DIS MSP » maritally stable 

* b « slope coefficient 

T ■ mean value of independent variable, i.' 



A 



close to the actual moan annual hourj^-Q^v^rk does indicate that survey 



pointa T - 1 and T do, in fact, represent .transition points in the 
disruption cycle. If this were not true, the expectation would be 
that the parameter estimate!' for the maritally intact sample would have 
no ability to predict the behavior of the sample of maritally disrupted 
women. 

Unlike the case of white women, income effects are insignificant 
at point T for both blacks whose marriages disrupt and those whose 
marriages remain intact. At po^int T - 1 there it no difference in the 
significance of the income effects for either group. Given the fact 
that analysis of variance tests do njh indicate any significant differ-' 
ences in either the s'lope or intercept' terns of the models for the two 
marital status subsets, these results are not surprising. 
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. CHAPTER IV 
SUMMARY AND CONCLUSIONS 

Betveen 1950 and 197 1 * , the number of female-headed families in the 
United States has grown at a rate almost ten times that of two-parent 
families. The increase has been particularly pronounced after 1970; 
between 1970 and 1973. the number of families headed by women grev by 
one million, an increase exceeding the net growth over the previous 
decade, 1960-1970. 1 The most important reason for this growth is the 
increase in maVf^l instability, particularly among young women with 
children, that occurred over the- aame period. Under fairly conserva- 
tive assumptions,* such a grovrth rate has led Glick antf Norton to predict 
in 1975 that at least one-third of the first marriages of couples under 
30 years of age would eventually ei*i in divorce. 

' . ; 

"Hj.S. Bureau of the Census, Current Population Reports . "Household and 
Family Characteristics, March 1973," Series P-20, No. 258 (Washington, 
i).C: U.S. government 'Printing Office,, 1973), pp. 1-9. . ' • 

2 

Michael provides support for this flinging in his analysis of vital 
statistics data from 15 states in the Divorce Registration Area. He 
concludes that the acceleration of divorce rates in the late 1960s is 
attributable to increased divorces among women in their tventies aUd 
early thirties. The sustained rise iff the early 1970s also is attri- • 
butable to increased divorce among young women. See Robert T. Michael, 
"The Rise in Di vorcer Rates 1960-197 1 * : Age-Specific Components," 
Demography 15. no. 2 (May 1978): 177-82. 

^Hugh Carter and Paul Click, Marriage and Divorce: A Social and 
Economic Study (Cambridge: Harvard University Press, 1976),^>p. 396-97. 
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The occurrence of a marital disruption in a family greatly in- 
crease* the probability that total family income will falL below 
'•poverty." In 1969, l»T percent of all poor families with childrenj/ere 
headed by women. In the same year, median income of female-headed 
families with children was $i*,000, contrasting with a median income of 
11,600 for two-parent families with children. 14 

[udy has made an intfr^ive analysis' of the impact of marital 
disaf^IWlop on the economic status and the labor market activity of 
ybang women in their latent ies. The findings are consistent with the 
overall data described above. Among white women whose family incomes 
were above poverty in the period immediately preceding divorce or 
separation , 26 percent had be low-poverty family incomes in the post- , 
disruption period. For black disruptees who were above the poverty 
line in the predisruption period, ko percent fell below the poverty 
income ceiling following the marital disruption. Although'the labor 
market activity of the womfin increases as a result of the separation, 
or divorce, the family still suffers a substantial net income loss. 

A major reason for this phenomenon is the low potential earning 
power of the disrupted woman. Among the sample of white disruptees, 
38 percent had failed to complete high school, as compared with only 21 
t>ercent of their counterparts whose marriages were stable. Among 
blacks, the differential is similar. High school dropouts constitute 

r— ; ' v \ 

See Robert L. Stein, Economic Status," pp. 5-6. Poverty thresholds ' 
are defined according 40 the standard definitions of poverty as 
published by the d.P.S. 



So 



56 percent of the black disrupteea but only 35 percent of^ the reference 
group. Expected market wage rates correspondingly are lower for women 
whose morriaflea break up.. a consequence , tij£ total income available 
to the family may in many ceases be insufficient to keep the family out 
of poverty % even if the woman works full-time. 

A second reason for the high incidence of poverty among female- 
headed households , is the absence of income sources other than th^r 
own labor. For most of these young women , financial assistance through 

such sources as alimpny, child support , and relatives is low*, if it 

9 ' r 

exists at all. Almost fifty percent of the disrupted^ women in this 

study had zefo nonwage incomes in the postdisruption period. 

The low potential earning power of such women,, particular iy those 

with children, and the absence of alternative sources of financial 

support mean that benefits available -through public transfer programs 

such as AFDC become an attractive possibility. Ross and Sawhill found 

that 27 percent of the increase in the AFDC caseload between 1967 and 
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71 was due to the increased numbers of female-headed families with 
children. ^ The present study reveals « similar pattern. Between the 
pre- and postdisruption periods, there cure sharp increases In the pro- 
portion of disruptees reporting that a member bf their family has re- 
ceived some form of public assistance during the previous year. Among 
white disruptees, this increase amounted to 22 percentage points while 
for blacks, the increase was 35 percentage points. Of those families 



5 

See Ross and Sawhill, Time of Transition * pp. lOU-06. 



who received public assistance during the postdisruption period, only 
6 pereent of the white "and 13 percent of the black sample were also 

V 

receiving such assistance prior to the separation or divorce. 

The multivariate analysis of the factors, affecting labor supply 
indicates that the number of hours spent in employment is positively 
reLated to the level of the expected market wage, and that this rela- 
tionship becomes stronger after a marital disruption than it had been 

t 

previously. For both white and black women one of the effects of a 
marital disruption is to make annual hours worked more responsive to a 
variation, in the expected market wage rate, which is primarily a 
function of the respondent's level of education. Thus, increased. edu- 
cation has a substantial impact on the young woman's ability to in- 
crease her work activity in response to the occurrence of a marital 
disruption and the resultant change in her financial circumstances. 
Fbr example, white disrupted women who have, not graduated from high • 
school work 27 percent fewer hourB than those who have completed high 
school. Among black disruptees, dropouts actually work 5k percent 
fewer hours than high sah^ool graduates. The fact that this differential 
is, greater among blacks indicates that raising potential earning power 
•is particularly important for this racial group. ^ ; 

7 .1 ' % . ' * 

Given the fact that separation and divorce rates are expected to 

• v 

continue at, high levels, this finding points out the importance of con- 
vincing young women, of the nee^to secure at least a high school diploma 
before leaving schooJL. Such a /finding also suggests theft any' welfare 
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policy that altera the Implicit tax rate on earningo will have a very 
significant impact on the labor supplied by women who are heads of 
household. • 

¥ . * 

v On the other hand, the effect of a marital disruption ip ,tb reduce, 

at least fwr white women, the responsiveness of annual hours worked to 

the presence of ^ child in the household. The departure of the husband 

from the family unit generally eliminates for the woman the option of 

concentrating on nonm&rket production, regardless of whether there is a 

child present . In thi s ^respect , an interesting finding is that di$- x 

rupteea wit^h a chilJ* avfer 2 years of age actually work mor^ hours than 

those without children. This resul t. is particularly noteworthy given 

the expectation that child care and 'other costs associated witji the 

wpmen working may well rise with ^he loss of one pa^ept. 

"* 1 
Confirmation of the attractiveness of public transfer payments for * 

the wortian with low potential earnings is seen^in the significant re- 

Sjj^se $f annual hours worked by disruptees with low levels of educa- 

tion to th'e> welfare* variables. Vtiite disruptees who do not have a 

high school diploma offer fewer hours .of wcjrk if they live in stajras * 

with high- benefits* and ea^y access to thpse benefits them if they reside 

.in states vrtiere welfare benefits ase less liberal. * S - - 

The most puzzling result is the failure of the amount of labor 

supplied by disruptees to r respond to variations in nonwage income. r 

While^thfe expected inverse re'l&tion bfetween wdrk intensity and nonwage 

income prevails for women whose marriages have been atfable, it doe ^ not 



for those who have been separated or divorced, j For the sainple of dis- J 
ruptees irt.the podt disruption period ("T ♦ 2") the r^ 1 at i<p* between < 
work intensity* and income is actually positive. Moreover^ even when, 
*T. reX.tionVhip ia iWnrt in the prediction ' peri<*. (JT-'W, . 
"TJ - one finals ;.th^ for both rapes the adjusted effect, of nonwage 

income on labor supply, while having the expected negative r sdgn, is not 
significant. This result, at least fo£ whites, is in sharp contrast;* 
to the result obtained for their counterparts whose marriages remained 

, There are several 1 possible explanations for this latter finding 
of insignificant income effects in £lie predisruption period. One 
gbvious possibility is that the v6raan whose? raari^iage" i4* beginning to 
fall apai*t anticipates her husband's departure and th^efore disregards 
the level r bf hiAeai'hings . in deciding, the, extent 'cif her participation 
in thtf "labor force, this explanation is^bmewhat suspect, how$v<*r v by 
virtue of the fact that* the phenomenon iTa discernible as*leng as two 
years before the actual disruption takes fclace. 

■ * v ■ . ' ' ■ '^Qk^ #/ 

A second possibility 4s that* tfie difiWe«K in inebme ^effect be- 
tw^en the* two marital status groyps ; is'p^tjxylng for differences between 
them in the taste for w6rk. If a^ove^ average work activity Increasea 
the piioBablllty that fif disruption in tfie -marriage will oc<^ir, then the^ 
sample of disruptees .may. represerrt a, set of career committed women who- 
would be working regardless how mucly their husbands were earnii\g. w 
However, Jjhfe re is also reasdn for doubting this fexjcrlanatibn,* -since 



eglang 

aside from nonwsige lnComeV the* other determir^mts ^^labor supply flo not, 



differ significantly at T- - 1 between the two marital statim groups. 
It ia not c^ear why .such a "taste for Work" effect should be manifested 
through the uonv'age Income variable rather than £ny of the other vari- 
afcles included In the labor supply function. 

, 1 * • A* third posolble explanation is Hie ex.iutence of error in the 

' i ■ •■ ' - iL ' : 

measurement of nonwage income levels for thOHtfkttiit e^women whose mar- 
triages subsequent^ break up.^T^s explanation h*na credibility only 
if a case \an be made for th*' possibility that women in such'*posi t'iohs 
do not know now much the>r husbands are earning. Since there is no 
empirical ^vlderu;? to- indicate that thi§ is&n. Ca^t'.true, i?he author 

* . ^ *• ' • ' 1 

Is inclined to dismiss such an explanation , 

The available data do not Offer on unambiguous test af the validity 
of these alternative explanations . Nevertheless, the evidence that has 
been adduced leaip the author to $c^ept the anticipation phenomenon- as 
being! the most likely alternative.- If thie explanation is correct; it 

* V : . * x ■ % V . . ■ 

leads \to the obvious conclusion that younR Korhen whose mtfrriages break £ 
dojm are .not caught tofcaiX/.by. surprise by the event j before the actual 
disruption, they are already discounting their hutfcand's earniags *iij 
making their labor sdpply decisions. 'Moreover, this conclusiorAalso . 
suggests that the comparison that has b4fen"made in this study of labor 

t 1 ft «. 

supply determinants immediately before and ohortly after a marital dis- 

"' *•••..*. g •> -* 1 . . 

ruptibn understate the- evenrt's impact. Th« adjustment to an unmarried 

♦ . »' • 7. r . . f 

status with its corresponding effects on .AaboV -market behavior may be 
a gradual, one,, beginning a aubstantial amount of time before the \ 
hursband physically- leaves household. „ 



Additional aurveya of the y dun* women'a cohort within the N.L.S. 
f * * 

wiM v Increase the, size of the sample of women fcho 'have experienced at 
leaat one separation, or divorce. The increased sample aize will allow 
closer scrutihy.-of pt-ediaruptfon labor supply behavior and will also 
permit examination- of the longer-run Implications for the labor market 
choices of those remaining In a. di arupted'status . Moreover , as these, 
young women reach their middle thirties, It* will be possible to compare- 
their employment behavior with that of the mature women's cohort (aged 
*0 to UU in 1067) at the same time. It is hoped that in the future the 
measures of nonVage Income and of public assistance receipt will be • 
Improved, permitting more accurate estimations of labor supply functions 
particularly in the postdi srupt ion period.* 
. < > From a methodological perspective, this study points out the need 
'for additional refinements, despite' the abundance of research that'hafe ' 
already been jone on labor supply "functions of various- population ' ' 
groups. ForyW thing, the need for better techniques for, analyzing I 
longitudinal Af a has been clearly illuftj»ated. Second, the Tact that ' 
a large^proportion of women are notCfri the lrfbor force continues to 
^^resent, methodological pr 9 blemb, «sWce the proper jneasure of the ex- 
pected marl*et wage and labor supply, for such^women are, still unsettle! 
•issues.' Finally, the finding that public. assistance 'receipt is^|n 
important financial bpti6h for female-headed families suggests that 
more attention must be given to modelling the 'probability of its re- 
labor supply function.*' ' , 
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APPENDIX A • 
SAMPLE SELECTIVITY: THOSE UIIO REMARRY 
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As is briefly discussed in Chapter II, "those women who p£mari*y by 
the second survey after the disruption occurs are exclude^ from the 
estimates of postdisruption (T + 2) labor supply, Th^extent to which, 
the results obtained from this study can be generalized to all dis- 
rupting women is affected by the selectivity of*the sample. For this 
reason f ' i£. is important to examine the predisruption socio-economic 

characteristics ancl labor supply behavior of the remarried women to 

* * 

see whether they differ significantly from the characteristics and 
behavior of other women who also maritally disrupt "but do not- remarry 
by T ♦ 2. 1 ' 

There are a total of 129 women out of the sample of 519 
young women* Who have remarried by T|+ 2, Of these remarried women, 95 
are white and $k are black. Thus, about 32 percent of the sample of 

white women has remarried by T + 2, while l6 percent of the blapk sam- 

^ < 2 * J 

p'Le has done the same* . 

Table ^.3 compares certafltf predisruption (at time T) socioeconomic 

characteristics of those who remarry by T +2 with those who do not. 

«•■-.* 

T : : — ' < 

This study does aot propose to deal with the obvious possibility that 
spme members of this group who have not remarried willi remarry^after 
T + 2. *This fact should make it more difficult to find signi ficant , 
. differences between the two groups. % >* 

o * 
The small sample of black remarriere makes any comparisons with non- 

remarriers somewhat suspect* However, the decision was made to in- 
clude the results because there did appe ar to be some distinct differ- 
ences. - * 



' • Table 13 

Comparison of Socioeconomic Characteristics in the Predi eruption PerNxi (T) 

by Remarriage Statue and Race" 



Characteristic 



Whites 



Blacks 



Remarriage ^o remarriage' Remarriage No remarriage 



Work-Related 

Mean Annual Hours Worked 
% Working Zero Hours 
% wl th latent lai Wage < $1.00 



ttotentli 



Income-Asset 

% with (family Income < $Up0O 

% with Husband 'a Earnings < $»iQ00 

% Receiving Public Assistance 



960 
lk.5 
h.9 



35-5 

u?.e 
5.2 



799. 
25.0 
3.0, 



25.3 

'30.2 

6.U 



6k2 

27.5 
22.7 



70.9 
79.5 
31.7 



92U. 
28.2 
8.5 



U3.6 
kk.l 
18.0 



Kami Ly-Related 

% with No Children 

% with Child less than 2 

% with 2 Children or more 



55.0 
31.0 
18.5 



36.3 
37,1 
27. U 



16. U 
53.1 
I48.8 



18.3 
57.3 
U3.6 



Remarriage status Is determined by whether or not a woman who undergoes a marital disruption 
ban remarried, i.e., Is again in a married spouse present status by T + 3* All figureB are 

weighted. '.)>•'• 



Certain distinct differences can be noted between the two groups. 
, Among whites, those who remarry quickly have lower expected wakes, 
lower family incomes and lower husband's earnings than those who do 
not. Correspondingly, they work longer mean hours and are slightly 

less likely to be receiving public 'assistance benefits. The black 

A • 

remarriers, although a very small group, are very distinct from their 
counterparts who do not remarry. They are almost twice as likely to 
be receiving public assistance at some point during the previous' year 
and to have a husband with earnings under $1+,000. Their expected 
wages and- mean annual hours worked are substantially lower while there 
is little difference in the percentage of women wh<i are childless. 

To conclude, it appears that the black remarriers constitute a 
more selected sample than white women who remarry. For white dis- 
ruptees, although there are distinct differences by remarriage status, 
the differences do not appear so great as to create a significant bias 

I 

•by excluding this group at T + 2. On. the other hand, the. remarrying 
sample of blacks has socioeconomic characteristics which are sub- 4 
stantially different from the nonremarriers . t Since, however , the' 
•percentage of black disruptees who remarry ip very small, the exclusicn 
of this group irvthe postdisruptien analysis is assumed not to create 
a significant selectivity bias. 



J 



APPENDlk B 
DESCRIPTION OF" VARIABLE CONSTRUCTION 




* 



91 \ 
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j 



as 

, . Annual Hours Worked : The National Longitudinal Surveys for the 
cohort of young woment are' not consistent throughout all survey years - 
(1968 to 1975) in the Work history inf6rmation provided. In thrV»e*of 

* 

the survey years (1968 , 1969 , and 1975 ) the respondent m*b not asked 
to provide a complete account of her work history since the previous 
interview. Instead, she was asked; her .usual, hours worked' at her 
current or last Job and^her total weeks worked during the past 12 - 
months. The respondent's annual hours of work in these years then <• 
becomes the product of these two variables . . " " ' . , *• 

In the four othersurvey years '(1970 to 19.73), the respondent 
was asked to give -a d4tailed account of her. labor market activity for 
each x week s^ince the previous interview. In these years the respondent 1 
annual hours'worked represents the sum of the products of 'the weeks 
worked at each Job and the usual .hours worked on that Job since the 

la3t interview. JThis sura is then adjusted to' a 12 month base in order 

< • * 

to take account of the differences in the amount of time between 

' » ■ • ■ 

interview dates • 

« 

The result of such a procedure is that in the 1970 to 1973 survey 
years, the dependent variable represents a more refined measure than 
in the years, 1968, 1969^, and 1975- However, since no one can recall 
with complete accuracy hours worked over the entire year, the work 
history measure of actual hours worked also contains an error term. 
Therefore, it is hoped that the use of different measures for different 
years, although a source of bias , provides a more accurate measure 




86 

than has been,, found in most recent labor supply literature.* 1 

Expected Wage Rate ; The natural logarithm of actuatl hourly earn- 
ings on current Job is hypothesized to be a function of the respondents 

« 

education, SMSA/nonSMGA residence, South /nonSouth residence and her 

health status (self-reported). In the J^irst stage, expected wage 

estimates are- obtained using the above 'functional relationship and a 

sample of women (regardless of marital "status ) currently in the labor 

2 X> 

force. The coefficients, t statistics, sample sizes, and R of the 
estimating equations for each ye(^|^>y race are given on Table lH. 

An expected wage for "each respondent, regardless of her labor . 
force status, is then constructed using the above parameter estimates. 

d wage obtained is standardized in 196? dollars and is con- 
verted fVom log to arithmetic fdrm. * * 4 

- Non-wage Income : As was mentioned in, the, text, in the predis- 
ruption period, nom#age income is 'the sum 1 of the husband's earnings 
(whether wage, salary or self-en^ploymelyK irtcome*) , his asse1> income ^ 




See- Steven H. Sandell and Pete/ Koenig , "Measurement Error and Its 
Consequences: The Case of Annual Hours of Work," mimeographed 
(Columbus: The Ohio State University, Center* for Hunvan Resource Re- , 
search, ~1977) ; and Anthony Yezer, "Evaluating Methods of Estimating , 
Annual Hours' Worked," American Statistical Association, 1977 Confer- > 
ence Proceedings of the Busin ess and Economic Statistics Section, 
Vol. I, pp. 66^-67, for a discussion of the' biases-engendered by the 
'use of an annual hours of work measure consisting of the product Of 
weeks worked during the past year and hours worked in ,the survey week 
immediately preceding the surve^jje'ek ; 



Table 1»i 

Potential W*£e Regression Coefficients by Year and Race** 

















Whites 


. \ 












Variable 


- 1968 




1969 


1970 


1971 


1972 




r— ■ — ~- 

1973 


1975 




Ooeff . 


t« 


Coeff. 


t • 


Coeff". 


t. 


Coeff. 


t, 


Coeff. 


t 


Coeff. 


t 


"Coeff., 


t 


. Education 0 
SMSA 


• . 15*»70 


27. 9U 


.1U663 • 


25.3»4 


. 099361 


18.6I4 


. 0937'* 


16.62 


. .0773*46 


— t" 

15.014 


.07133 


1I4.10 


.050998 


10. 32 


. 0992 \9 * 


h.22 


. 12509 


5.32 


. 15978 


7. 1*3 


.13125 


5.78 


.15M9 


7.10^ 


. 12680 


5.86 


.17 372 


'7.8I4 


South 

f • 

health 


-.0097307 


-0. 38 


-.015708 


-0.63 


-.021288, 


-0.9^ 


-,027036 


-1.16 


-.020291 


-0.92 


-.075111 


-3. Ho 


-.057985 


-2.61- 


.013806 


0.27 


• -.O^i4 315 


-0.62 


-.099^25 


-1 . 95 


-.02907 


-O.56 


-.,001414629 


-0.06 


-.061109 


-1.1*2 


-.077015 


;-i%i*3 


Constant 


3. IU36 




3. 3161 


>45.85 


3.978 


58.83 


I4. 1569 


57.19 


S .1*135 


65.33 


I4.6OI8 


68.79 


5.013? 


7)4.83 


R 4 - ( adj ) 


. 37 




.32 




.22 




.19 




.16 




".16 -■ 




/ .13 

• 




N 


1379 




1501 




' 1558 


A— 


15>40 


4 


1557 




1561 




1299 






• 








V 










y 


















— { - 






Blacks 






- — * 








Variable 


1968 




1969 


1970 


Y 1971 






* * 1973 


1975 




Coeff. 


t 


Coeff. 


t 


Coeff. . 


■ t , 


Coeff. 


t 


Coeff., 


t 


Coeff. 


t 


Coeff. 


t 


Education 


.099797 « 


10.13 


. 0987- 9»fl 


10.50 


.089796 


11.11 


.068982 


18.UT 


.072814 3 


8.80 


.06OHI4 


9.59 


.O7I4852 


11.25 


SMSA ' •' 


.1U8U0 


3.37 


. 11270 


2.76 


.091237 


2.U7 


. 10886 


2.87 


.16692 


. K 36 


.11863 


3.80 


.1529 1 4 


14.65 


South 


-.21598 


-5.2'9 


-.2*4 566 


-6.55 


-.29093 


-8.9I4 


-.23253 


-6.93 


-.22163 


-6.51 ■ 


-.2I4256 


-8.61 


-.23652 


-8.00 , 


Health 


' . 060207 


0.75 


.087353 ' 


0 . UU 


-.072266^ 


-0.^2 


-.032979" 


-0.36 


-.3*4136 


-l.*57 - 


-.09885U 


-1.59 


-.26972 


-3.58 


Constant „ 


3.859U 


31.88 


I4.OII43 1 


35.5^4 


14.2616 ■ 


»42.85 


I4.5V 


^3.79 


,'U. 5169 


1+2.28 


!*.8ll3 


58.75 


U.8050 


52.U0 • 


-R 2 (adj) 


• 30 




' .30 




•.35 




■ .2h 




.25 




.30 




.36 






1*4.5 




* >9l 




•512 


* 


5UB 

• 




551 




600 




5hl 





a ... , 

^ The sample universe Is all women who .an* currently employed and who are .receiving a wage or a salary, i.e., not self-employed. 
The dependent variable is the natural logarithm of the wage4on the respondent f s~current job; the regression is run unweighted. 
^Highest grade completed. *\ ... " 

. See description of the variable in this appendix. -» f 

A dumiw variable with a one given W a respondent living in the Squth/as defined by the Census and zero, otherwise. 
S*e description of the variable »in this appendix. • , A* 

8 t r statmic 1 $ ' - * 



(including rental income receipts and intereat and dividend income), 
unemployment compensation received by the husband, .the respondent's 
asset income (including rental, interest, and dividend income) , the ' 
income of other .family members, and financial aspiBtance from- rela- 
tives, In the pofltdl erupt Ihn period, nonwutfe income components remain 
the/same, save the obvious exclusion of al L income, both earned and ' 
unearned, on the part or the husband. Nonvafte income values are 
standardised in, 1967 4felars. - 

3 ) 

-Although detailed information on the respondent's asset position 

is available in certain surveys ( 1968 arid 1971-1973), the fact Jt hat 

♦ 

nb such' information was available for the other survey years meant 
the alternative use of a net asset variable was not possible. In 

# 

addition, the nonvage income variable inltttlT*y had a high nonresponae 
rate because any respondent who did not answer any, port ion of the in- 
come questions was given a 'nonresponae on the summary Variable, ^ 
"total family income/ 1 as .well. For the purposes of this study, in 
order to minimize this nonresmctm^e rate, a zero Is imputed to any non- 
wage income component (other thkn husbknd's or wife's wage and salary 
income) where* thefre was a' rjonresponse. 

V; Xhere a5re other problems with the income quest lohs in the survey 
instrument, particularly when applied to a, household where the husband 
and wife do not live alone. Ih this case, the 'respondent is aaked to 
give the total household income, not that portion from which she and 
her husband (if any) derive- their income. There is no way of knowl-ng, 
therefore , /what income components she is including in her answer nor 



HO 



how accurate her information is. In addition, there is no way or know- 
ing, whether she is including transfer payments in her response. To* 
magrjilV the problem, in the* survey instrument her response is cate- 



rategory lumping incomes of $25,00ojoi 




gorized into. one of eleven income categories, with the, high income 

r above. In order that this 

categorical income measure for the extended family setting be compara- 

e to the. continuous income measure where .the couple -or single in- 

dividual, lives alone, it was" necessary to assume a mid-point value of 

I 

family income for each category with the highest level of income being 

arbitrarily set at $26,000. 

S . ^ ' 

A summary then' of the possible sources of bi-as^in the construction 

of this variable is as follows: 

(1) Understatement of income due to imputation of zero income 
where a nonresponse is noted. 

(2) Possible inclusion of wage-related transfer payments in 
i : 

the nonwage income meaaure of .those respondents living 
in extencfed families. ; / 

■ ■ ■ • • ■ / 

(3) Understatement; or overstatement of family incqmes of .those 
living in extended, familiefe due to the necessity of taking 
a mid-point* figure in v order to derive a continuous measure * 
from a categorical one. - ) ( 

(k) The lack of information on the as^et position o£ t*he re- 

spondent which might significantly alter nonwage v income 

# 

levels. 



4 



\ . ' 



\ Aeneas to Welfare : For the* purposes of this study, the probabil- 
• ' • • * / . , ^ - 

ity of th& receipt of welfare iif a given st&€e is kssumed to be a 



function of the level of AFDC (Aid flor Families of Dependent Children) 




payments per recipient in that state and the proportion of the* eligible 
population actually receiving such 7VFPC benefits. Those states which 
have above the, mean levels (amojng all states) c*n both of these •factors 
are classified as "high welfare" states, and tfcose with bielow me^ah 
leveLs on both of these factors are classified as "low welfare" states . 

» A ' 

Those states falling outside these two categories constitute the refer- 

ence group. Two dummy variables w£re then constructed, a "high welfare 

\ 

state of residence" variable , with a one giv^n to a respondent living 
in such n high welfare state and zero* otherwise and a "low welfare * 
state of , residence" .varicftle with one given to a respondent living in, , 
a low welfare state and zero, otherwise. 

In order to be able to rank states according to tfye above de- 
scribed criteria, the followipg procedure was ug^ed. Dat^t on average 
payments per recipient by state were obtained fjrom Social Security 



Administration statistics. F0r years 1968 to 1970*/ 1969 figures Vere; 



us 



ed* for years 1971 to 1975* 197 1 * figures werfe uspd. The construct! 



on 



"For -years 1968 to 1970* see Social Security .Bulletin*, Social Security 
Administration* 'if. S. Departmeht of H,E,V M vol. 32* no. ^ (April 1969 )* 
Table M-2U, p. 6h. For years 19J1 to 1975* see fociq,! Sec\lrity • 
Bulletin , Social Security Administration, U.S. Department* of H.E.W. * 
vol. 37* no. 6 i June 197.U )/ Table M-27, p. ^8. 



rERiC 



98. 



v - 



of figures giving the percentage of eligibles actually recei vin^AFDC 
was more frompli catecU i F^om 1970 Bureau of the Census data, figures _ 



w£re obtained on the number of children under 18 years of a«t? residing 
in families below specified low "income ceilings.^ Figures on^the 
number of children receiving public assistance by state also were 
obtained from Bureau of Census data. For the years of 1968 to '.1970, 
1968. data were used; for the years of 1971 to 1975, 197 3 data were 

n • 

uped. Py dividing the number of children receiving AFDC by the total 



number of eligible children, one obtains the measure of welfare accesb 
used in this study. 

Other Adult Family Members : This variable is constructed from 
the household record, where all person^ over 18* except the spouse (if 
any), bre counted. 



For all years, data on the* eligible population by ptate were taken* from 
"Table 1: Census Regions^, Divisions* and States 1 ' (cols. 6*4 x 65), * 
County and City Data Book: 1972 , United States Department of .Commerce, 
Social and Economic Statistics Administration, Bureati of the Census, 

. . \ ■ • .. < 

For the years 1968 to 197C/ t data were taken from "No. 1*35: P.ublifc 
Assistance - Recipients of Money Payments , States and Other Areas : y 
1968," Statistical Abstract of the United States , United States .De- 
partment of Commerce, Bureau of the Census, (Washington , "D . C . :. s Unite'd 
States Government Printing Office, 1969.K p. 297- For the years v l'9 71 
t° 1975, data were taken from "No. 1*72: Public Assistance Recipi- 
ents of Money Payments, States -and Other Areas: 1970, 1972, and 
1973," Statistical Abstract of the United States , United States De- ^ 
partment of Commerce, Social and Economic Statistics Administration-, 
Bureau of the Census, (Washington, D.C. : United States Government 
Printing Office, :i97!+), -p. 298. 1 

1 



OP 

' .' ' ' ' 

Age of the Youngest Child : Those respondents having an infant 
(aged 0 or l) have a value of one on the dupny variable, "low age of 
youngest chUd." If the age of the respondent's youngest child is 
\>etveen 2 and 20, they have a value Of one on the dummy variable, "age 
Of youngest child > 2." The reference group are childless individuals.' 

, Duration of Marriage : Duration of marriage is a continuous varia- 
ble measured iu. six month units. Unfortunately , due to the ladk^ftf 

• - ■ "... 

data on the precise date of marriage, the variable is necessarily 

imprecise. A recent version^ however, does reflect a thorough reViev^ 

of the, household records of all respondents. Accordingly, this re-* ' 

vi^ed variable is somewhat more accurate than what was previously 

"available. *\ 

Health Status : This is a dummy^ variable with *a pne given to any 

respondent who says her health yor physical condition limits her * 

activities or the kind of work that she- can do, and a Eero, otherwise, 

i 

In two survey years, such a question is not asked. In these years* 
therefore, Rvalue of one is giveij if the respondent indicated such a 
heaHth corvditinn existed in the preceding and followirig survey years. - 
SMSJtfnonSMSA Residence : This variable is constructed from environ- 
mental information available on the respondent^ resiclehce. • If the 

/ " respondent lives JnHhe central city or surrounding metrojtolitqji area, 

i ( ' 

this variable has a value^of one, 'with a zero given to rur^l residence. 

Cyclical* Economic /Factors : This .variable is continuous reflecting 

the U.S. fertale unemployment ! rate . in the relevant year being mebfeured. 



0 

ERIC 



I On 



Unemployment rates are obtained from this Bureau of Labor Statistics, 
, Department of Labor- * 

To tal Marital gtatus : This io a 'dummy variable with a^e given 
to a woman whose, marriage disrupts* between 1969 and 1973* and. a zero 

v * I 

tfiven to any woman who is married with a spouse present in' the house- 
hold in 197-1 and who^e^marriage does not disrupt between 1968 and 1975 



f : 
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APPENDIX C „' * : 

APPROPRIATE TESTS FOR Ct>EFFlblEI$T DIFFERENCES IN LABOR 
SUPPLY FUNCTIONS ACROSS TIME 



«4 



# 



i 



This 

\ 



<t . r . 95 

In order to be able to test- for equality among regressions or sub- 

sets of these regressions, one of the "fundamental assumption* is that 

the^xiisturh-anoe, terms are uncorrelated, i.e., where V(e) ■ o 2 I, 
*. • . « \ 

study compares cross-sectional labor Supply functions for approximatex/ 

• 

the same • sample, 'o^f women at two joints in time. Therefore, "it is un-" 
realistic to assume that the disturbance terms of the'se two regression 
.equations wj.ll not be correlated. Instead it is plausible* to 'assume 
that successive disturbances are positively correlated, with only the 
correlation of more distant disturbances close to zer^. 

Once* alternative is to ignore the nonzero correlation ojf the re- 

/ • • - i ■ . 

<i 

si dual and to use the least squares estimating procedure. As Tlieil 

• * i* • 

describes, the estimated coefficient, is unbiased but the. least 

squares variance expression [the relevant diagonal element of 

* • „ * 

2 -1 

o" (X*X") t ] underestimates the aqtual variability of the estimator. * 
In addition, this least squares variance is biased, because there is . 
additioWl understatement when a replaces a in the estimate of least 

squares valance a (XT) . 

* •* - . . , • » 

, A second alternative is' to employ a technique developed by Nerlove 

V ' ' : ' 

andr others to analyze timp series data on cross sections.- As- Nerlove 

points out, when numerous individuals are observed oyer time, it is. 
ii " « 



1 

This result is" predicated on the presumption that large values of the 
-explanatory variable sure followed by other .large values and likewise 
for small values. See. Henri Theil, Principles of Econometrics . (New 
York: John Wiley and Sons, 1971)," pp. 255-56. 



difficult to specify the stochastic nature of H;he disturbance term 

- ' ' \ 

since it will include both an indi\*idual effect which is invariant over 

% 

time, , and an effect which varies over tirte and individuals, y^. 

• » * * 

He concludes that the best estimation procedure in such a case is a 
"two-round 11 procedure where firgt the ^l\ie* of ' p (am intraclass 
>cof relati on coefficient = o /o* ) *is estimated and second , the model f ^ 
is estimated by least squares after the dependent and independent ■ i 
variables are transformed by p. Unfortunately, *the x computer softwai*© A 
package requires- that every individual must have data for the same 



number of time jteftbds . ^ In this study, there are^some individuals [j 
• for whom ci$ta are -limited to a single period. For example, those women 

! . • ' . ' . \ 

whose qielr^iag^B break down but who were riot married at T are not in- 

eluded in the ^abor supply estimates at T. Those women who are re- 
married by T + 2 are excluded fi*bm consideration i^i tti# postdisruption 
period. 



^See Mafrc Nerlo^jg, "Further Evidence on the Estimation of dynamic ) 
Economic Relations ^rom a Time Series or Cross-Sections , M Econometrica 
39, no. 2 (March 1971): 359-82. ' 

3 

See Neil W. Henry, John F. McDonald, and Houston ft. Stokes, "The 
' Estimation of pynamic Economic Relations from a Times Series of Cross- 
sections: A Programming Modification, " The Annals of Economic and 
Social Measurement 5» no. 1 (1976): 153-55. . - 



: In order to be able to perform any tests for equaiityy/of eo- 
efficients across regressions, it was necessary to use tests^ for signi- 



flconce that did "not require the least squares assumptions . Two alter- 
native testing procedures were used, one_ by estimating 5 percent con- 
ficjenee -Limits fojp the parameter estimates at T and two^ by performing 
a t test for coefficient differences under the' alternative assumptions 
of zero correlation or a correlation of one between th'e parameters at 
T. and T + 2." Table 15 gives the results of the alternative testing 
procedures* 4 • 

The t statistic computed to test for the equality of coefficients 

hnfc the following form* 
t i - 

T + ? * T i T + - 2 " 1 t - where i*l 10 * ' (l) 



Jv + (1 i - 

I ™ T + 2 T T + 2,T 

oince the correJation coefficient is defined as \ 

• * 
P . = o % 

X T + 2/,T i T +'2,4? ■ '. 

? 3" • - \ 



a • o. 

i T + 2 X T ' ' » « 



it can be substituted into equation (l) t*o cbtain the t statistic 



• Table 15. 1 

a> 

Confidence intervals and Testa for Equality of Coefficient* 
In the Fre- arid fpstdlaruption Periods (T and T + 2) by -Race 



Characteristic 



Duration of Marriage 

Age of Youngebt Child < 2 

Age of Youngest Child ^ 1 

Nonwage Incane 

Respondent's Health 

Potential Wage 

High Welfare State of Res. 

Low Welfare State^f Res . : 

Unemployment Rate (U.S.) 

No. of Household Members 1 
over 18 

SMSA Residence / 

Constant 



Race 



Wh^tefe 



Confidence 
Interval 



+;?.oU,+UU.i6 c 
-106^,-653* 

-ioin,-3^ c 

-57 3 ,+173 
+. , 0.1,+759 c 

-LT7,+280 C 

-l67,+63 

-178,+106 

-U03 ,+15* 
+L90.+153U 



Teat for Equality 
, of Coefficients 



P=0 



1.39* 
2.29*** 

3.71*** 

' .06 

Ab 

.99 
.OU 

l .60* 

.26 , 

.33 

•71 



P tel 



10.56*** * 
^ 5.50*** 
1+U.1U*** 
.36 
2.79*** 
2.2U** 
.12 

.78 

2/>3 

.1+0 
*1.3U* 



T 



Black* 



Confidence 
*" Interval 



Test for Equality 
of Coefficient 



-13.81 ,+^6.17 

-556, +95 
_350,+62U 

-951 »+100 
+138, +1060° 

_^H,+32o 
-56,+6h9 t 

-20L,+93 

-213, +35 « 

_ 7 I, T -,+1219 



P *0 



,07k 
.Ik 
.96 

•1.58 
:oU 

1.62* 

A9 
.73 
.17 

l.6l 



p -l 



.7»+. 
.lk . 

6.12*** 
U.21*** 

.25 
26.36*** 
i.lU 

52.52*** 
.3,89 
'.6U 



16.36 
1 .66* 



/ • a Compiled from the fomnilm, B . + 1.9^^ . 

TP T 



b See tcpct;- significance levels arrf for one-tailed tests. 

/* • 
c Iivdicates that B T + 2 falls outside of Jbhe specified confidence interval. 



*** Significant at 1 percent* level. 
•* Significant at 5 percent 'level. 
* > Significant at 10 percent level'. 



r 



• •</ : . . . • • , 

The t test can then be computed under the alternative assumptions 

of P. =0 and p * I. 

T + 2,T » T + 2,T -* * 

^Ifeviously both of these tests present second-best solutions. If 

bhe coefficient estimates at + 2- are found to be outside the con- 

-fidence interval and if the t statistics computed under the alternative 

assumptions of p = 0 and p = 1 are both si gni fi cant , then a strong case 

can be made for rejection of the null hypothesis' of no differences.. In 

■ % & 

the case .of most of the parameters this consistency of results is 

obtained. However, in. the case of- some explanatory variables, the 
results are ambiguous (as can be seen in the table) with no effective . 

• * 

means of providing a -definitive answer. In these cases, an- arbitrary 
decision was made to take the results of the confidence interval esti- 
mates as the final arbiter,. 
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APPENDIX D 



ESTIMATION OF LABOR SUPPLY RESPONSE WITH. 
TRUNCATION OF THE DEPENDENT VARIABLE 
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< t 

* 

Truncation ©f the dependant variable* is clearly a problem if a* 

\ 

substantial proportion of the sample 5 consists' of nonparticipants in the 
" labor force. At. point T, 23 percent of white women whose marriages are 
about to break down and 29 percent of like black women have no work 
hours over the previous 12 months. ^ For those women whose marriages 
remain intact,' the percentages of nonparticipants are even higher, ^0 
percent for whites and 31 percent for blacks. Even at time T + 2 in 
the postdisruption period, l6 percent of white disruptees and .28 per- 
cent of black disruptjees had no hours of work. 

* 

In order to be able to include such nonparticipants, it was im- 
portant to explore the Tobit estimation^Technique which takes account , 
of such a concentration of observations at "the limiting value. Re- 

> i 

^ T> t 

* • m * 

gression approximates this nonlinear distribution of the dependent ' 
variable with a linear relation. Ove N r the central range of values for 
^the sample, regression analysis should give, close approximations to the 
expected value estimates obtained with Tobit.' It is outside the central 
range where large discrepancies appear. 

Running the predisruption labor supply models for White and black 
disruptees as well as the la*bor supply models for those whose* marriages 
remain intact and Using Tobln's estimation procedure yields very similar 
coefficient estimates to those obtained using ordinary least squares 
(see Table 16). On the other hand, < as expected, the constant terms are • 
quite different. 1 * 

» . 

. : 



i t 

See James Tobin, "Estimation of Relationships for Limited Dependent 
-Variables," Econometrics 26. no. 1 (January 1958): 2U-36. 
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Table 16 



TOBIT R«ults: Determinants of Annual Hours ^Worked the Predisrupt ion 

Period (T) by R*ce and Prospective Marital Status 

it statistics are in parentheses^ 





RACE 


1+ 

• Characteristic 


WHITES 


BLACKS 


Disruptees 2 
1 

# 


Reference 

Group ^ " 


Disruptees 


jReference 

Orouj? 


duration of Marriage 


- 18. 6l* 5 

(1.72) 


-1*^57 
(0.78) 


16.1*2 
(1.09) 

* 


19.89* 
(1.88) 


kg* of Youngest Child < 2 


-830.00*** 

(-7.^7) 


-923.25*** 

(-15.51*). 


-2l*9.7l** 
(-1.53) 


-61*0.98*** 

(-5.1*7) 


fcge of Youngest Child 12 


-577.28*** 

(-3.U2) 


-.5 3**. ©9*** 
(-6.1U) 


11*8.39 
(0.62) 


-IU8.71 
(-0.93) 


, Yonvage Income 

* 


-.005 
(-0.39) 


-.oft 

(-5.89) " 


-.013 
(-0.61*) 

• 


; .Ql 
(0.65) 


Respondent's Health* 

• 


-225.78 

/ m. a mm \' 

.(-1.15) 


-130.56* 
(-1.36) 


-33l*.2l*» 
(-1.23) 


-81*5.92*** 

(-3.39) 


Potential Wage 


1**81*. 31*** 1 
(3.1*1) 


385.90*** 

(5.1*0) 


597.75*** 

(2.5.1*) • 


386.62*** 

(2.16) 


iigh Welfare State of l(es. 


# 

-3.85 

(-0.35) 


-10. W' 
(-0.19) 


-36.00 
(0.22) 


-117.65 * 
(-0.79). 


jow Welfare State of Res. . 


61.95 * 
(0.53) 


90.10** 

(1.55) 


21*8.1*3* * 
(1.39) 


' 99.1*7 
(0.70) 


Jo. of Household Members 

over 18 


• 1 

-17.53 
(-0.25) * 


-33.1*1* 
(-1.26) 


-103.57* 
(-1.58) 


-85.1*2^* 

(-1.81*) 


3MSA Residence \ 


-220.1*1 . 
(2.06) w 


-98.87 
( T 1.90) 


152'.15 

(0.91*) ; 


13.96 
(0.11) 


Constant < 


723.0l*»» 

(2.08) 


527.07*** 

(3.79)* 


u.65 
(0.01) 


113.80 
(0.33) 


J 


2^5 , 


123d 
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Phe Tublt results presented are the expected value estimates . of the 
ooef fieients . • 

'The sample of disruptees includes those who experience a first marital 
disruption, either separation or divorce, between 1969 and 1973 and 
who, are not enrolled In school. • * • 

The reference group consists, of women married in 19JI who do not , 
experience a marital disruption between 1968 and 1975 and who are not 
enrolled in scjbool. 

^© . 

For a complete description of the construction of the characteristics, 
see- Appendix B. 



So 



significance levels are given for one tailed tests except for the 

duration of marriage" variable which is given for n two-tai'led test. 
***iU'gni f leant, at. 1% level .. 
""Significant at r >% 1 eve\l 
"Significant at 103 level , . • 

. *-< •• 
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APPENDIX E 



CONCEPTUAL FRAMEWORK 
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rn order to be able to predict the impact or .marital disrupt/on 
on h young woman's labor supply behavior, it .is necessary to Vview •* 
the theoretical foundations of labor supply and the 1 iteratur* on the 
determinants of disruption. A review of labor supply theory permit. 

formulation of hypotheses regarding the- impart of the loss of the/ 

' • , ( / " 

husband's earnings hn the respondent • s financial rontAirees 



and i 



turn, the intensity of her participation in the labor force. The 
literature on the ijetermi nants of disruption, on the 'other hand*/ ' 
indicates whether or 'not. married women' whose marriaften are to d/srupt 

ft * . 

differ significantly with regard to their labor supply and family 

income characteristics fronf women whone marri ages remain intact 

f * 

' rre ~ ft "d Postdisrupt/ion Labor Supply' Comparison 

' Theory of Labor Supply ' .' 

The theory of labor supply behavior is based upon Lionel Robbins' 
work in^whieh the' supply of labor was analyzed in -terms of the demand 
for leisure.^ Becker, Lancaster and others have since' refined Robbins' 
Jfork. by incorporating the concept of the^ household as ^a production 
unit similar to that of a firm. In this view, market poods an-ri 
services are depicted as not directly enuring the household prefer- 
ence function but rather serving as inputs into the production of' 
v * 

commodities (or characteristics) by the .household . % These . commodities , 

* s 



U3 



such as children, in turn yield utility to the family, Jr second 
feature of the household production concept is the introduction by 
Becker of the cost of time "as an additional input in f/fcrtdutftion . * 
There fo re , the household is seen as maximizing its welfare (utility) 
subject to time and goods constraints, where its welfare is a function 
of commodities produced from a vector of market goods and p. vector of 
quantities of consumpt i on * 1 1 me. ' 

^ However, an Heckman describes, on ly ^ i^i the family whe^e one spouse 

* 

does no market work in this time constraint, as defined by Decker, 

i 

binding on the household's production activities.' Becker assume/that 
the household has positive values to. al^J Its decision variables and 
that the time ponstraint is, therefore, essentially redundant. Where 
one spouse does no market work, the market wage understates the actual 

r - - 9 I 

See Lionel Robbins , ^Op the Elasticity of Demand for Income in Terms 
of Effqrt," Economic a 10 (June 1930).: 123-29; and Gary Becker, "A 
theory of the Allocation of Time," Economic Journal 75 (September 
' 1965): 1+93-517. • _ * 

2 «F v 

Mincer^n hiebenrly work on the subject of labor supj^spoint s out 

that tjfe traditional dichotomy between work and le^mTre is not 

exhaustive siAjt-. J^ere^ is a broad category pf work in the home, "non- 

maraet" work, thiftTreceived no remuneration. However, this trichot- 

omous versic^n of "the allocation of 'time by the household is ignored 

by Becker in his general formulation. See Reuben Gronau, "Leisure, 

Hpme Production and Work - The Theory of the Allocation of Time Be- 

^isited," Journal of Political Economy 85, no. 6 (December ^1977) 2 

1099-12U; for a formalization of the trichotomy of market work, home 

work and leisure an<£ Jacob Mincer, "tabor Force Participation of 

Married Women." 



"shadow" prion of the spouse»B non-marked t ime and' therefore , only in 



this case, is the household doubly constrained (as Becker describes) 
by both time and budget ooRshlerati(|n8.^ 

The theoretical model for this study is baaed on this evolving"., 
formulation of a model which can accurately predict, labor supply be- 
havior. The formal presentation of the conceptual framework for this 
study will une a family labor supply, model where the family consist's 
of a husband and wife, m and f, who are potential participants in the 
labor market. It then follows that there is a trade-off between the 

V 

nonmarket time of each 3pouse, V and L ami a composite bundle of 

goods and services, X. I, and L include components of time spent in 

boUi leisure anfl home production. The f-unily maximizes Its utility 



aotn 

% 



, u = u(i. i, x) 1 ' (1 j 



^s ubje c t to a budget constraint # ^ 

* mm f f n ■ ♦ u - ' 



1 , 

in^o J -J. Herkmon, "Three Essays,' 1 pp. 1-2. 

It should be noted that maxmi zing' utility is equivalent to maxinjiz- 
Ing household production as follows: ) 

U * u(Z . . *Z ) ' 

in fc 

- where Z^^ ■ quantity of the commodity produced by the 
household' 
subject to the production constraint: 

Zj - f(L m ,.L f , X. > y 

In both maximization models, there is an assumption that the family , 
pools Its resources, i.e., there is' a single composite X for the <* ' 

family. 



and ji time constraint? . 

H, ♦ L ■ T ami H„ + t<,. 9 % 
$\ ro r f 1 



where 



price of goods 



X ■ composite bundle of $oods ami tserviceii 
■ husband' » net wh^ rate (net of taxes) 
* wife's not wrif.o rate 



Y s non I abor income 
/ 11 



T 



totu 1 t i in* » uvhI I ab I o 



H - hunbaud'n h^urs worked 
rn 

tl, 3 wife'n hours worked , 



L = 
m 



hu&band' s non^rket hours v 



= wifo's nonmarkot hours 



•108 
(3) 



The Lagrangian equation for constrained utility maximization, where 

X is the numeraire, la then as follows: 

V « u(X,L A,.) + Mwll + w_M. ♦ Y n - X] + y[T - H - L ] + 
m 9r f mm if n* m m 



where 




A « marginal utility of income 

g = marginal 'utility of time of the husband 



Y 35 marginal utility of time of the wife i 



r 



These budget and time constraints can be converted into a single "full 
income" constraint, 

w L + v Ji- + pX * (w m + w^) T + Y S S 
— mmtr mi n 

where S * full income 
The potential "full income", of the famidy (nonvage income plus the 
money income that could be. achieved if all the timte available was de- 
voted to market work) is thus spent either directly on goods axjl ser- 
vices gr through the foregoing of money incdtoe by spending time on 
consumption activities. See Becker, "Allocation of Time." 



The Kuhn-Tucker conditions for a' utility -maximum become: 

J . 



3V - 3U - \ < 0 . • * (5) , 

3X V 3X . /* 



av » au - # u < o 



3L 3L 
. m m 



3V = DU - y < 0 \ ' (7) 



3L fv JL 



3V ■ Aw - u < 0 

3H . m • 

m ' . 

av ■ \J - v < o 

TT7 / * * — 



\ 

DH 



/ ' (8) 

'(9) 



• f =W m H m + W f H f + Y n- X '° ' / <H» 

l^-T-^^L - 0 . , ✓ (11) 

3u 

# 

9V - T - H - L . 0 . , , ( 12 ) 

' 3Y 

If both spouses combine market work and consumption time, the 

above first-order conditions hold as strict equalities. If-, however, 

the maximizatltHupjwJcess obtains a corner solution, i.e. where the 

husband or wife is D»T in the labor force, then (8) or (9) will hold 

as an inequality and either 

w w < u * w 

A m 

or w f/ < x - w s ^ ( 13) 



1 1 



where u7** and y/X ^are defined as the shadow wage rates for the husband 
and wife, respectively. These shadow wage rates represent the 
monetary value of consumption time, where there is no n^prket work. 

Assuming that 'an interior solution does exist, the Slutsky, 
equations /derived from the second order conditions can be written as: 
* iSl » Mdf_ + H . (^Hi ) where i » m, f and J ■ m, f (l^f 

From economic theQry own substitution effects are positive 



3% 



> 0 where i * m or f . 05) 

U . N 



" w i 

If nonmarket time is not an- inferior good, income effects are 
7 

negative, „ 



dR . < 0 where i = rr\ or £ , (l6) 

and cross substitution effects are equal, * 

U where i = m or f . 



Owj 



--in. 



. (IT) 



^Ifi a full income constraint is used* the shadow wage rate is defined 
as 3U I 

w ■ 3Li|^i ■ T where i a « or f 
s i A " A - marginal -utility of full 

income 

As Gronau points out', the market wage rate may fall short of the 
shadow price of time either due to the Individual's reluctance to work 
outside the home or because <of differences in productivity between 
market and nollmsrket work. See GrohaM, "Leisure, Home Production, 
and Work", p, 4 106 . Becker discusses .this latter strategy of role 
specialization with one. spouse remaining in the home as" promoting 
marital stability (see p. 31 of this chapter). 

7 • * ♦ . - 

'See Michael Keeley, "The Economics of .Labor Supply ," pp. II: 7 J 10, 
for a detailed discussion 'of the validity of- this assYunption with 
regard to nonmarket work as distinct from leisure. 
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According to this framework?, the labor iupply choices for* the 
married wbman are between nonmarket activities and market work. 
Changes in family income as well as changes in the woman's expected 
wage rate/ will aet to change the allocation of her time betw»«n theSe * 
activities.. Increased family income willMecr'e^se the woman's total 
work hours , assuming i*£levant commodity prices are fixed'. On the. other 
hand, an increase in her wage fate, holding family income constant, 
will increase the opportunity cost of her home time, depending on the* 
'ease of ^e curing substitutes, as through the use of housekeepers or 
domestics, the expectation would be that the woman will increase her * 
market work and reduce tier non-market hours. The extent to which 
changes in income or wages alter the distribution of hours spent 
between home and market work, will depend upon the existence of sub- 
stitutes for the woman's non-market time. For example, women with 
sm^ll children may be almost totally unresponsive to wage or income 
changes since they perceive no acceptable substitutes. fof 'their home 
work. 

After the marital disruption has occurred, the labor supply 

>> 

model for a disrupted woman takes the following form: 

\ < 



U * uU 2' L 2f ) * * ■ * (l8) 



Leon 

1 



subject to a budget constraint ■ 

• PX 2 - v 2f H 2f ♦ Y 2n ^ (19)* 
and the time constraint * ^ 

v. 

H 2f + L 2f * T • ^ * . (20^ 



l l9 



. . • . J .112 

The first order conations (6), (8), and. (ll) no longer hold Und N 
> t * r % « •** 

condition \\0)- ii\ rewritten as 

% • » 2 Af t % - x ? • 0 y " <ai) 

where Yg n * the level tff^'unearned income available to the! family in 
the poBtdisrvption* period 

» number of hours contributed to the market in the post- 
disruption period ' ' 

and w of '* net wage rate in the postdisruption period. 



Assuming an interior solution exists" (the woman contributes some hours 
to the labor force), the derived Slutsky condition in the postdisruption 
period is 

»H 2f . 3H 2f + H„_ 3H 



* *2f 3W 2f 



where cross substitution effects are absent. 



2f Z2f_ . . (22) 

2n * 

8 



S t : * *< 

If there are other wage earners in the household there will be cross 

substitution effects. In this case,' the maximizing conditions would 

be equivalent to. the case where the husband was in.jthe household; i.e. 

U - u(X 2 ,L 2f .L 2o ) 

where o * other family member * * 

and the x budget constraints and time constraints would be as follows: 

v 

» X 2 ' "2f H 2f + "ioho + Y 2n 

«d H 2f ; + L 2f -T^ 

. H 2o + L 2o " T : 
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If the disrupted woman does not contribute any hours to the ^abor force, 
equation (*)) will ho' Id u« an Inequality and - 

' w l?f * yA " disrupted woman f a shadow wage rate.' (P3) 
Because the young woman's market wage is not expected to change 
to any appreciable degree over the period that the disruption takes 
place, the key element in determining the extent of the impact of 



V 



1 

ion or divorce od labo 



the separation or divorce od labor supply will be the alteration in 



available to the family. There are sjvt 



the financial resources available to the family. There are several 

means by which the maritally disrupted , woman may seek to compensate 

for the loss of the spouse's earnings to the household. These include 

the receipt of alimony or child support^ financial support through ' 

extended family arrangements and public assistance payments. 

Alimony and child support payments are viewed as a'meaps of 

i 

compensating the- maritally disrupted woman, particularly one who has 
children, for the loss of her husband's earnings. Theoretically, one 
"would expect to find a close relationship, between the husband's 
ability to^ pay and the size of the payment. Women with 'children 
whose husband's earnings were high the period immediately preceding' 
the disruption should be the most likely recipients of such ••assistance 



9 

Ross and Sawhill point out in their book, Time of Transition , that 
the flow of such private transfers Is somewhat smaller than is 
commonly believed. Data from the General Accounting Office in 19JU 
also indicate little relationship between the husband's earnings and 
either the amount of payment agreed to or his compliance with, the . 
^law, see pp. 175-76. ^ t 



12 i 



Y 




• s 



Income from other family members either through direct gifts or 

* 

extended family living arrangements can alao serve as a substitute for 
the husband's earnings. 

The receipt of such nonwage income will have only an income 
effect. Since the income effect is assumed to be negative, this in- 
crease in financial resources wil^ reduce the amount of labor the 

/ 

divorced or separated woman would supply to the market as compared 



lfit^fi 



with what she would offer r if she did not huve auch finfitnrial re- 
sources available tfi her. % 
i Hoffman makes tfrie suggestion, on the basis of work with the 

Panel Survey on Ipcome Dynamics, that welfare and ajimony/child 

V 

'support may operate a! crude substitutes. Where alimony/child support 
is not adequately p/cTvided , ^public assistance, particularly Aid to 

Families with Dependent Children (AFDC), becomes a necessary alterna- 

10 * ~ 

tive. Although certain U.S. Supreme Court rulii^gs have^ made it 

somewhat easier now than formerly for intact families to receive AFDC, 
female headedness continues to be an important criterion for the re- 
ceipt of benefits. Acceptance rates for AFDC have been rising over 
the last decade and a half; therefore, if a woman is a head of a 
household with children and has little outside financial resources,, 
the likelihood that she will be receiving AFDC benefits is h\gh. 

—I , ' 

10 Saul Hoffman, ^Marital Instability and Women's Economic Status*," 
Demography lU, no. 1 (February l9Tf) : 6T-T6. ^ 



lis 

The benefits, B, that a family (assuming there is a female head) 

receives under a public assistance program are usually represented as 

^ B - G - t(wJl' + Y ) ■" . - ! (2*0 

f f n m 

where G « minimum guaranteed income 

f . 

t ■ tax rate imposed under the public assistance plan with 
'"I" the assumption made that both earned and unearned income is subject 

* * to a tax which reduces the level of benefits afc income rises. The 

t 

***** * benefit received becomes zero at the pointy where total family income 

is equal to G/t, often referred to as the "break-even" point. The 
■ 0 / , 

/ , postdisruption budget constraint for the^household can then be 

generalized to include the receipt of public assistance benefits in 
the following manner: 

pX 2 = w 2f H 2f (1 - t) + Y 2n (1 - t) + G if 

• * w 2f H 2f + Y 2n < G/t • m i23) 

and. PX 2 = w 2f H 2f + if v^H^ + Y 2n > G/t 

Under this more general formulation, where X 2 is the numeraire 

and positive benefits are being received /the Kjthn-Tucker conditions 

.for constrained iftility maximization are: 

3V = 3U - X < 0 . 



3L 2f 3L 2f 



(26.) 
(27) 



9V = X w (1 - t) - Y 1 0 * (28) 

9H 2f 

3V = w 2f H 2f (1 - t) + Y 2n (1 - t) + G - X- 0 , (29) 

3X 

3V = T - H 2f - L 2f = 0 (30) 
3 A. 
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Z3 



r 



and the Sluthky condition la: 



3H 2f " . 3H 2f * * Ht 3 »2f 



U IT" (l.-'t). M (31) 



If the female head Is In the labor force , these conditions hold as 

m 0 

strict equalities. If the woman is not in the labor force, a comer 
solution is obtained and ' % 

« 2f (1 -t) <|. 

Since t is -negative, i.e. , as the hou^s of market work increase, 
welfare benefit levels decrease, the receipt of public assistance 
reduces the value of market wage that the woman caji expect to 
receive. This implicit tax on market wage? decrease? the likelihood 
that a public assistance recipient will entfer.the labor market or at 
least will reduce the number hf hours that she supplies to the market. 
In addition, the receipt of a minimum guaranteed benefit level has an 



income effect further reducing labor supply 



j 



^Again, this formulation of the Slut sky equation assumes no cross 
substitution effects. 

12 

Moffitt points out that there are several possible analytic diftt- 
culties th*t arise from such a simple modelling of the effects of 
transfer payments on household production. In his paper, ff Qp 
Modelling the Work Disincentives of Tax and Transfer Programs , 11 he 
discusses three major problems, distinguished as nonlinearity , non- 
different lability and noncon^exity of the budget constraint. The 
estimation of labor supply effects assumes a linear budget constraint. 
With the addition of a tax or transfer variable, such an assumption 
is only realistic in the case where the program has a constant tax 
rat* over all ranges of earnings. 'If t is constant, then w f ;Ln equa- 
tion (2) can be replaced by v (l - t). Since t is constant, changes 
in the net wage rate are analytically equivalent to changes in the 
wage rate before the tax waa introduced. , j 

The problems stem from the fact that tax, and transfer programs do not 
generally have constant tax rates. Rather, depending on the 



Hypotheses 



The changes lo the mix oj. financial resources available to the 

% 

family aa a result of a marital disruption can now be related to the 
labor supply behavior of the respondent/ Controlling for background 
characteristics, a graphical representation of her lalDor supply de- 
cision both before ( period l) and after (period 2) the marital^dis- 



( i ^ 

ruption is shown in Figured . 



Jurisdiction, -tax rates toay increase with earnings, resulting in a 
nonlinear budget constraint. In addition (as was |discussed in the 
textl transfer, programs have at least one kink at the break-even 
point, the point at which the subsidy or, benefit goes to zero. Un T 
less^the segment of , the- budget line above the kink is ignored, the 
budget constraint remains undif ferentiable. Finally, most transfer 
programs generate nonconvex budget lines. Low levels of earnings are 
taxed at high rates (often approaching 100 percent) up to the break- 
even point; above this point , earnings are taxed according to 
initially lower progressive income tax rates. 

See Robert A. Mof f itt , M 0n Modelling the Work Disincentives of Tax 
and Transfer Programs mimeographed, (Princeton, N.J. : Mathematica 
Policy Research, 1976), pp! 1-19 ♦ for a more detailed discussion of 
these problems. / 

I 

13 This graphical representation makes the following assumptions: 

1. No complementarity is^allowed between the labor supply of the wife 
and that of her husband. In period 1, the woman takes her hus- 
band's earnings as f A ixed, WL TT , in the budget constraint. * ^ 

2. The only time in period 1 wheri the family may receive welfare * 
* benefits *is when the husband is unemployed. Therefofre, husbands 

wages* and welfarfc benefits are viewed as perfect substitutes in 
period 1 and public assistance benefits are assumed not to fejiter 
the budget constraint* 

3. There is no man in thd^iousehold in the postdisruptipn perio^. 
The situation, however, does exist: where the woman remarries very 
quJLckly such that there? is really no time where she formulates 
her'work-leisure choice without taking, into account a spouse's 
income. however, v such immediate remarriers will be excluded fronf 

(the sampleVn the empirical analysis. • v 

. The wage ra\^ for both husbands and wives is invariant to the \ 
ho\^r£) worked. \ 
5- No account is taken of, explicit tax raises on income* 
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In the predisruption period"* equilibrium point A represents the 

intersection of the expected wage of the respondent (the slope of- the 

e 

household** preference function). At the intersection point depicted, 

the respondent supplies H hours to the labor market. However, if 

there is no intersection point, i.e., where y ■ < JLf , then the woman 

A 

supplies no labor. , If . 

' * ' ■ ; • * " ' / 

. In the post disruption period, if no welfare payments are received 

nB cross substitution effects exist, and the household preference 

function remains the same as in the predisruption period, the loss of 

* < 

the husband's earnings will be felt only as a negative income effect 

on labor supply. , The ^di recti on of the impact of this loss on the 

respondent's labor supply will depend on whether Y * .which included 
» en 

nonlabor income sources such as alimony /.child support or wage income 

< 

from other family > members , is greater or less than the sum of the 

husband's earned and unearned income in the first period. . Figure lis 

v . \ 

drawn to reflect an assumed net reduction in family income ( Y < 

1 2 " 

^lm H ljn + Y ln^' nence « tne disrupted woman supplies H 2f Hours to the 
labor market (H 2f < H ). *.If the household preference function does 
Inot Remain constant between the two periods, then the oAtcome in terms" 

V 

of/ the change in labor supplied to the market cannot be determined, f 
An exact specification of how the household's utility structure is 
altered would have to be known in order to derive an equilibrium point 



15 



This hypothesized result ignores the existence of a substitution 
effect generated by the change in marginal income tax retes due to 
the departure of the husband from* the household. For a discussion 
of the impact of U.S. tax laws on the labor supply- of married women 
see Harvey S. Rosen, "Tax Illusion and the Labor Supply of Married 
Women," The Review- of Economics and Statistics 58 (May 1976): 167-72. 



The receipt of public assistance, assuming there fa an implicit 
fax on earoingf (t > 0) will have both an income and a pr.ice (substitu- 
tion) effect op labor supply. The receipt of a guaranteed level of 
benefits will act ttf reduce participation in the labor force through 
a negative income effect. In addition, the expected wage rate (the 
wage that the woman could expect to receive if she entered the labor 

force) will be alte-ed by the tax on earnings, such that w (l - t) < 

^f , 

W 2f' s In t ^ ie graphical representation, the assumption is made that if 
a woman whose income level makes heV eligible for welfare elected not 
to receive public assistance, 3he would receive Y 0 income through 
financial assistance from family members and/or through other private 
transfer payments. With public? assistance receipt qjid no work, as at 
^>oint C, she could be receiving G 2ff welfare benefits , , plus some 
income ^f* 1 ** * 

, If she elects to receive public assistance and also to participate 
in the labor force* the slope of the budget constraint is decreased 
since her expected wage rate is now w (l - t). If she continues to 
increase her hours of work, at the break-even point, E f she becomes 
indifferent between the receipt or nonreceipt of welfare, i.e., 



w af U- t) H 2f ♦ Q 2f ♦ Y 2n - w 2f H 2f . ♦ I 
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Since welfare benefit levels are reduced with," the receipt of any type 
of nonlabor income, the assumption is that she will be forced to re- 
duce the amount of nonlabor income she would have received without 
assistance, Y 2n .* .Nevertheless, welfare benefits are assumed to put * 
her a^ a higher budget line than would have been possible without the 
receipt of such benefits. 
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A Comparison of the^Labor Supply Behavior of Disruptin g, 
W omen and Maritally Stable Woman " 

The Determinants of Disruption Literature 

*• As wan discussed in the Introductory chapter, the Torus of this 

research In on the net impart oT marital disruption on a young woman's 

labor supply behavior. It in, therefore, important to consider whether 

those married women who subsequent ly disrupt have certain economic 

character 1st tVs % su<*h as greater work ^experience or I owe/ famfTy"TiY 

which distinguish them from women whose marriages remain ^able. The 

consequences of such -a finding are to increase the likelihood th*t [\\ % « 

there is some simultaneous relationship between labor supply behavior* and 

marital status and {'?) , there 'has been some truncation of the dependent 

variable, ^fnre low family incoijie nil 1 increase labor supply. Such re- 4 

suits do not destroy the value of the labor supply estimates obtained 

from the pre- and postdiaruptioif periods but do serve as a potential 

source of bias which must at least be discussed'. / ^ 

To explore the ffo ^fr rVily" that such sources of bias exist in the 

labor supply models to be estimated requires a survey of the rapidly 

growing literature on the determinants of marital disruption. Much of 

the early literature consisted or work done by sociologists and 

psychologists who werl> most concerned with the effects of psychological 

and demographic factors on marital satisfaction. The factors studied * 

included age at marriage, intergenerational transmission of instability, / 

1 6 * 

tfte presence of children, illegitimacy , etc. 

See George Levinger, "A Social Psychologic^TT^KSpect ive on Marital 
Dissolution," The Journal of Social Issues 32 Winter 1976): 21-148, ^ 
for an excellent survey of this early literature. The early literature 
establishes the important fact that marital stability is not necessarily 
» " \> 
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Indecent years ,Nresearch has become increasingly interdisciplinary 

in-nature with economists taking an active interest in the field. Since 

the purpose of this section is to examine the* causal relationship be- 

tween the respondent's labor supply and ^marital disruption, emphasis 

wiU be placed on the literature examining economic factors which serve 

either as' constral/vts on or "incentives fo^ marital dissolution, Ro^p 

and Sawhill .term those economic factors which tend to "cement" & 

marriage by encouraging a wife 1 s dependence on her husband as /"income" 

effects. On the other hand, factors wftich promote a feeling &f economic 

17 

independence in a woman are termed "independence" effects, 

Goode in 1962 first intradUced the concept of an ome" effect 
with his finding that divorce was more common among the lower classes, 

whether social>status was classi fied by the husband's educettion or 

J 18 • 

occupation or by family income. Cutright further refined this idea 



indicative of a happy marriage , since ^stability can be related to a 
lack of available alternatives to the marriage,. Therefore, social and 
economic constraints can hold, together 'marriages which appear to be 
devoid of positive marital satisfaction. It 'has been clearly imposs- 
ible for researchers to model the reasons for* the decline in marital # " 
satisfaction in many marriages. Instead they have been forced to con- 
fine themselves to an examination of those characteristics which appear 
to bis? significant' precipitators of the marital disruption itself. 

17 

Although this study takes the female perspective due to the nature of 
the sample universe, marriage is in fact depicted as an exchange pro- 
. cess. Ross and Sawhill cite the analogy of the two country case in 
international trade where the distribution of gains between the two 
countries will depend cm thei* bargaining power and resource endow- 
ments. If perfect symmetry could be assumed, then the independence 
effect for the wiJ^wodld be tfr£" income effect for the husband and 
likewise, the income effect for the wife would be the independence * 
effect for the husband. For this reason, it is important to discuss 
the available literature on both these effects. Bee Heather Ross and 

Isabel Sawhill » Time of Transition » pp. 1*2-1*7. 
i 

i — ■» 

"William 3. Qoode, "Marital Satisfaction and Instability: A Cross- 
Cultural Analysis of Divorce Rates," International Social Service 
Journal Ik (1962): 507-26. 
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by empirically establishing that when controls were put t>n family^ 
income, the education and the occupation- of the husband had no direct 
effect on marital stability. 

There has been no general ly*«ccepted theoretical basis for such - 
an "income" effect. Outright mentions two possible "models" to explain 

the empirical relationship. 

► , 'j 

(«l) "Role satisfaction" model: High income couples tend io have 
high levels of marital satisfaction because the high.incom* 
• • is an indicator of the success of the husband* in his role as 

breadwinner. This positive evaluation by the couple tends 
to promote marital stability. 

\**^ - ( - ^ ^ 

(2) "Constraint" (model : High income leads to large asset ^v.^., 
lation in thej form of servings, investments, home ownership, 
, etc. The lowering of the high consumption levels and the 

difficultyof distributing the assets tends to discourage 
marital "dissolution. l $ 

However, as Outright seeks to explain the fact that the increasing 

shift out of poverty by nonwhite families has not been accompanied by 

a rise in marital stability a/ong nonwhites, he speculates that perhaps 

it is not the absolute level of family income which functions as the 

chief determinant of marital stability. v Rather the "relative consump- 

tion position of the couple in i-ts reference group" is the "root of 

economic dissatisfactions which undermine the marriage." 20 Recent 




iu- 



19 Phlllips Outright, "income and Family Events:. Marital Stability," 
Journal o f Marriage and the Family (May 197l): 291-305. 



20 Ibid , p. 303, 



research on disruption probabilities using multivariate analysis has 
generally confirmed that it is the stability of income sources ^rather 
than the absolute level which affeots disruption probabilities/ 

The theoretical basis for the existence* of an ''independence" 
effect, on the other hand , has generally been associated with Becker's 
theory of marriage, Becker argues that, although the. sociological 
Literature suggests that complementarity between men and women is the 
major source of the, gain from marriages , the Concept of "complement 
tarity" has been vaguely defined. He refines this concept by specify- 
ing that a^ negative correlation between the vrage rate of the husband 
and that of the wife maximizes total output because the gains from the 
division of labor within the household are maximized. The high wage s 
spouse spend? more time in market work and thp low wage spouse % i*n 
household production. A corollary of th^s point is that marital dis- 
solution will be mcJre likely in, the case where the gains from this 
role specialization are small either because there is little demand 
for home production services (for example, where there are no children) 
oy where the wage rate of the wife ie competitive with th*t of her 
husband. 22 Given this framework, Ross and.Sawhill hypothesize that, 



1 Ross and Sawhill, Time of Transition , pp. 59-60; Andrew Cherlin, 
"Social and^Economic Determinants of Marital Separation, Ph.D. , * 
dissertation, University of California, 1976; Frank Mott and Sylvia 
Moore, "Marital Disruption: Causes and Consequences," in Mott, et. 
al.. Years for Decision , vol. k % (-Col Ambus,* Ohio: Center for Human 
Resource Research, 1077), p. 217. 

"22 

Oary Backer, A Theory of Marriage: Part 1," Journal of Political 
Economy 8 (July /August 1973): 828. 

V 
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where women have -other means of support In the form either of own 
earnings or access, tb welfare* they are less constrained to remain in 
a marriage where there is little marital satisfaction, ,i.e v the 
"independence" effect/ 5 '' * 

t, * 

Tn empirical work seeking to discern "whether or not puch an effect 
exists, there is geni^r*! confirmation of a positive and significant 
associat ion between the level * of the wi fe f s. earnings , proving for an 
"independence" effect, and the probability "of disruption. 4 '* Alter- 
natively , .Cherlin attempts to test directly Be£kj&r f s hypothesis of 
maritaL instability where there are few gains to specialization by*, 
incorporating the ratio of the wife's actu*d wage -(or expected wage, 
if not in the labor force) to the wage of heX^usband as a variable to 
explain the probability of marital disruptioa. His results confirm 



■b ^llty ol marital disruptioi|. 

such an effect /" ,; 



or. 



Ross and Sawhill do suggest other interpretations for the positive 
association between a wife's earnings and the probability of dis-- 
ruption. Rather than being an independence effect, the relationship 
may be explained by the fact that wives seek employment in antici- 
pation of a divorce. Or alternatively* the time pressure engendered 
• Uy having two wage earners in the family may create marital strain . 
See Ross and Sawhill * Time of Transition, pp, 57-59. . 

21* 

Ross and Sawhill „ Time of Transition ,, pp. 57-59 i Shirley 5. ' Johnson, 
"The Impact of Wonten's Liberation on Marriage: Divorce and Family 
Life Style," in Sefr Discrimination and the Division of Labor , 
Cynthia Lloyd (Ed.) (New York: Colvatfbia University Press, 3,975),, 
f pp. 1*01-1*26; Mott aVd Moore, "Marital Disruption," p. 2lU. 

25 • * 

, Andrew Cherlin, "Social and Economic Determinants." 
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In summary, the available literature supports the existence of an 
"independence" effect as , an incentive for .marital dissolution, but 
finds mixed results vMth regard to the existence of an "income" effect 
as a deterrent to such a dissolution. Unexpected alteration»~in fairly 
income due to changes in k^sets'or employment are found* to ,af feet dis- 
ruption probabilities, while absolute income levels are not. /The fact 
that absolute levels of family income have r^ot^ been generally found in 
the literature to affect disruption p^batfillties indicatesHhat; trun- 

0 

xmtion of the dependent, varfable will not be an important source of 

?6 • ' * 

bias in the estimated predisruption labor supply mofiels. % On th.e^ 
other hand, the general confirmation of the existence of an inde- 
pendence effect indicates there is a possibility of a simultaneous, . 
relationship", between labor supply and marital status. 

ft 

Empirical Methodology t i 

Labor supply theory (see Appendix E) implies that^the wife's 
demand for nonmarke.t time in the postdisruption -period can be written 



as : 



2& 

Assuming symmetrical effects between spouses, this result 'also points 
out' that the "independence" Effect of ttie husband is much weaker 
than that of his wife. One the other hand, the "income 11 effect of 
the husband (the independence effect of the wife), hypothesized to 
be a "cementing" .factor in a marriage, is strongly and positively 
related to marital stability • 



Letting X be*the nup&cffei're i*nd notfng that \ 
tion can t^wr^Hi 

H 2f - H 2f (w 2 , ff - Y 2n ) 



, this equa- 



* where 



ten asy*, supply of labor eqydtiori 





(2) 



H 0f c annual hours of work of the wife in the postdisruption 

period t - 
w » wife|s postdisruption wage r^te 

= nonlabor income available to thk household after 

21 " * * ) ' , 

disruption . * 



Linearizing the 1 equation, (2) "becomes 



where 



M 2f = a 20 + a 21 W 2f + °22*2n + E 2 



E^ = residual effect 



(3) 



The uncompensated wage effect, 3H 2J , , is ^&Lven by 

3w. 



2f 



and the income effect, "3H 2f », by <*22X Tlie com P ensa ^ ed own wage 

\ ^ 



(substitution) effect can b^ derived 



r 



3H 



2f 



9w 



2n 



= ^Hgj, — H 2 £.dH 2 p 



or 



U 




(M 



a 21 " H 2f 
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Because the earnings of other wage earners (if any) in the household 
are assumed, to be exogenous to.the respondent's labor market behavior, 
^ Y 2n includes the earnings of other family members, W 20 H 20' Therefore, 

not exist. 



cross wage effects, *3H 20 , 3H 2f , d\^ no 



28 



3w 2f 3w 2Q 



This appjfrach *fas initially used by/Mincer in 1962 and a variant is 



ippjfcach tfas initia 
used bjjpfcstert in 1969. See 'Mincer, "Labor Force Participation 
of ■MarrTed Women," in Aspects of Labor Economics , H. Gregg Lewis ♦ 
(Ed.), National Bureau Conference-Series No. lU (Princeton, New 
Jersey: Princeton University Press, 1962), pp„ 63-105; Marvin 
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• * .- 128 . 

In orctet to assure that income and .uncompensates wage effects are 
similarly defined in the pr<; disrupt ion labor supply models , certain 

simplifying assumptions must be made. The husband's work hours, H, , 

*.? ~ - lm 

are assumed' to be fixed, i.e., they are invariant to the aml^unt of non- 



labor income avai/Lab,le to^the hotisehold, Y^ n , and to the wife's, wage 
rate, w lf . predfsruption labor # supply equation then takes the 

foLiowing form: 

H lf - a 1Q ♦.« u w lf ♦ « 42 (w lm H Jnl ♦ Y ln ) ♦ (5) 
The income and uncompensated wage effects' are defined as tiu 0 and a • , 
respectively. 



Kostem, Effects of an Income Tax on Labor Supply," In Taxa- 
tion of Income Capital , edited by Arnold C. Harberger and M.J. Bailey 
(Washington, D.C. : The. Brookings Institution, 1969), pp. 301-32-U. 

making such an assumption, one, ignores the possibility; that the 
hour$ of the husband, H , is a simultaneously determined endogenous 
variable* Kniesner finds that the gross (uncompensated) effect of a 
change in the wage of the husband will vary according to, Whether or 
not the wife performs market work. See Thomas J. , Kniesner , "An In- 
direct Test of Complementarity* in a Family .Labor Supply Model," 
Econometrica UU, po.« k (July 1976): 651-69. 

• * * • 

^as in the postdisruption estimating model, Y^^ is assumed to include 
the' earnings of family members other than the husband and wife, if any. 

^Vicha«fl Keeley describes t tyie change in the income and gross wage 
' effects when consideration is given to the endogeneity of the husband's 
work, hours in equation (5) (excluding tl^e case of more, than two wage 

earners). If H lf - H lf ( Y ln » w lf * w lm ^ t hen the lncgite effect would be 
defined as 

If 12 lm lm + 1) 

3Y n ' 3Y n 

In In . 

and the gross wage effect as 

3H. - 3H n ' ' 

3w if 9w if i . «, 

See Keeley, ""Economics of Labor Supply: A Critical Review," Mimeographed, 
Stanfoud Research Institute, 3£77-, pp. 11-13, II-lU. 



Comparability of income? and substitution effects is not a problem 

/ . 

vhten multivariate comparisons are made of thk prediBruption labor supply 
behavior of future diaruptees with, a sample of maritally stable women, 
since in both cases the spouse remains in the household. Therefore, the 
restricting assumption of the exogeneity erf the husband f £ work hours to 
his wife's lAibor supply is not necessary in ^order to be able to test for 
coefficient differences^ " 



s 
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problems associated with human resource development, conservation and utili- 
zation. The personnel include approximately twenty senior staff members drawn 
from the disciplines of economics, education, health sciences, Industrial 
relations, management science, psychology, public administration, social work 
and sociology. This multidisclplinary team is supported by approximately 50 
graduate research associates, full-time research assistants, computer program- 
mers and other personnel. 

* 

The Center has acquired pre-eminence in the fields of labor market 
% research and manpower planning. The National Longitudinal Surveys of Labor 
^ Force Behavior have been the responsibility of the Center since 1965 under 
continuing support from the United States Department of Labor, Staff have been 
called upon for humaV resource planning assistance throughout the world with 
major studies conducted in Bolivia, Ecuador and Venezuela, and recently the 
National Science Foundation requested a review of the state of the art In human 
resource planning. Senior personnel are also engaged in several other areas of 
I research including collective bargaining and labor relations, evaluation and 
monitoring of the operation of government employment and training programs 
and the projection of health education and facility needs. 

The 'Center for Human Resource Research has received over one mW>n 
dollars annually from government agencies and private foundations to support its 
research in recent years. Providing support have been the U.S. Departments of 
Labor, State, and Health, Education and Welfare; Ohio's Health and' Education 
Departments and Bureau „of Employment Services; the Ohio cities of Columbus 
and Springfield; the Ohio AFL-CIO; and the George Gund Foundation. The 
breadth of research interests may be seen by examining a few of the present 
projects. 

The largest of the current projects is the National Longitudinal sjftfeys of 
Labor Force Behavior. This project Involves repeated interviews over a fifteen 
year period with four groups of the United State population; older men, middle- 
aged women, and young men and tfomen. The data are collected for 20,000 
individuals by the U.S. Bureau of thfe Celisus, and the Center is responsible for.; 
data anlysis. To date dozens of >r/search monographs and special reports haveS 
been prepared by the staff. Responsibilities also> include the preparation and 
distribution of data tapes f ©republic use. Beginning in 1979, an additional cohort ^ 
of 12,000 young men and women between the ages of 14 and 21 will be studfe^-ofr^ 
an annual basis for the following five years. Again the Center will provide ' 
^ analysis and public use tapes for this cohort. L 

The Quality of Working Life Project is another ongoing study operated in 
conjunction with the cities of Springfield and Columbus, in an attempt to 
improve both the productivity and the meaningfuiness of work for public 
employees in these two municipalities. Center staff serve as third party 
advisors, as well as researchers, to explore new techniques for attaining 
management- worker cooperation. 1 

(continued on inside of back cover) 
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A third area of research in which the Renter has been active is manpower 
planning both in the l);S. and in developing countries. A current project for the 
Ohifc Advisory Council for Vocational Education seeks toMdentify and inventory 
the ^highly fragmented institutions and agencies responsible for supplying 
vocational and technlcal,ijtraining in Ohio. These data will subsequently be 
integrated into a comprehensive model for forecasting the State's supply of 
vocational and technical skills. 

Another focus of research is collective bargaining* In a project for the U.S. 
Department of Labor, staff members are evaluating several current experiments 
for "expedited grievance procedures," working with unions and management in a 
variety of industries. The /procedural adequacies, safeguards for due process, 
cost and timing of the new-procedure are being weighed against traditional 
arbitration techniques. 

Senior staff also serve as coiWtants to many boards and commissions at 
the national and state level. Recent papers have been written for the Joint 
Economic Committee of Congress, The National Commission for Employment 
and Unemployment Statistics, The National Commission for Manpower Policy, 
The White, House Conference on the Family, the Ohio Board-of Rements, the Ohio 
Governor's Task Force on Health, and the Ohio Governor's Task Force on 
Welfare^ 

The Center maintains a working library of approximately 9,000 titles which 
includes a wide range of reference works and currenft periodicals. Also provided > 
are computer facilities linked, with those of the University and staffed by 
approximately a dozen computer programmers. They serve the needs of in-house 
researchers and users of the National Longitudinal Survey tapes. 

For more information on specific Center activities^ tfor a copy of ^ht 
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